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Tomorrow clamours for steel 
—and the steel is coming 


By GRAHAM HUTTON 


Demand for steel is advancing. Atomic power stations; fly-over road junctions; new, more 
complicated equipment for the world’s industries; our own industries~all clamour for steel. 
To meet this challenge, the Steel Industry has planned to raise steel output by another 
third by 1962. What does this mean in terms of men and money ? 


HE legendary site of the 
Garden of Eden is in Iraq. 
There the supposed Tree 
of Knowledge is shored-up on a 
girder of steel like bridges and 
buildings throughout the world 
bearing the names “Dorman 
Long.”’ I thought I would go to 
the steel mills whence it came. 
From old works in Middles- 
brough this famous concern has 
spread down-Tees, modernising, 
expanding. High-capacity auto- 
matic ore-unloaders were the 
first step in post-war progress. 
Then came the open-hearth steel 
plant at Lackenby, two large 
blast-furnaces, and a blooming 
mill and medium section mill. 
The post-war developments of 
Dorman Long alone required in- 
vestment of about £60 millions. 


One building three-fifths 
of a mile long 


The biggest project, due for 
completion this year, is the first 
of its kind in this country. It isa 
combined Universal Beam and 
Heavy Section mill. It will roll 
out solid beams of steel in one 
piece in their proper shapes, to 
hold anything from bridges to 
sky-scrapers. It is three-fifths of 
a mile long — one building. 

You quickly see that millions 
of pounds go into incredibly 
complex apparatus. Electronic 
computers; gigantic shafts and 
universal-joints to drive rollers; 


massive rollers and cooling-beds. 

But money has to come from 
somewhere. Steel prices (which 
are fixed by the State-established 
Iron and Steel Board) are calcu- 
lated to furnish some of the new 
capital required out of profits. 
But taxes take about 50°, of 
profits. So one-third of the 
capital required will probably 
have to be raised from people's 
savings in the open market. 

If you sink a lot of profits and 
other savings in costly equip- 
ment you must see tnat it earns 
its keep and a fair return on 
those savings. That thought 
keeps steel companies on their 
toes. And that is where Manage- 
ment comes in. 


What does good 
Management do? 


At Dorman Long, production 
rose over 50°, from 1946 to 
1952. More continuous use of 
plant meant that Management 
could take on 12°, more work- 
people, raise pay, improve 
deliveries, yet keep costs below 
the average rate of rise — even 
before the Lackenby plant began 
production in 1953. Meanwhile 
the new ore-preparation plant 
cut costs and helped to increase 
output. It knocked 15°, off the 
coke needed to make a ton of 
iron. Better use of all capital led 
to better pay, more employment, 
better service. 
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Management means men. In- 
dustrial relations in steel are 
probably the best in all industry. 
Apart from the General Strike in 
1926 there has been no official 
strike by the Iron and Steel 
Trades Confederation for 50 
years. Modern apparatus de- 
mands more skilled labour, not 
less. Dorman Long were the first 
company in the steel industry to 
introduce the *‘sandwich”’ course 
to train supervisors and man- 
agers. They offer outstanding 
employees all the Company’s 
support and turn them into man- 
agers. After 20 years of such 
industrial democracy, Dorman 
Long are reaping a fine crop of 
talents, trained “‘all round the 


shop.’ Management in. steel 
knows its men. It has to. 
Like all ‘“thuman__§ interest 


stories,’ this story has no elab- 
orate plot. Like them, it is never- 
ending. Human brains invent 
new uses for steel every day. 
Britain’s Iron and Steel Industry 
is abreast, if not ahead, of 
those of America or Germany. 
Its relations with workpeople, 
customers and suppliers, are 
excellent. It has made ambitious 
plans, and is swiftly fulfilling 
them. Steel is serving us well. 





This personal report was invited 
by the British Iron and Steel Fed- 
eration, which believes that every- 
one in Britain should know the 


factsabout steel,andabout themen 


and organisations that make it. 
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A Financial Notebook 








Year of Decision ? 

THERE is a fair chance that in the 
vear now opening the eighteen-year 
disease of inflation will loosen its 
grip upon the British economy. 
There is a much smaller chance 
that it will be so completely driven 
out as to leave the system immunized 
against renewed attack for some time 
to come. In the year just ended a 
large section of the British public, 
and later the British Government, 
recognized as never before just how 
grave are the ravages inflation in- 
ficts. ‘The public recognition was 
seen in the flight from gilt-edged 
and the flight through Kuwait, pro- 
voking in its turn a hugely intensi- 
fied overseas run on sterling and 
then the belated but unexpectedly 
vigorous counter-measures from the 
Gcovernment. 

This awakening by public and 
Government ought to mean that the 
chances of success are greater now 
than at any time in this whole infla- 
tionary cycle. But success is far 
from being yet assured. The bugs 
of inflation cannot be expected to 
shrivel away before the magic of 
7 per cent as they did so dramatically 
when that same spell was conjured 
up soon after World War I. The 
forces of inflation have been too 
deeply and too long embedded in 
the body economic for any dose of 
monetary stringency to produce a 
quick and violent reaction into 
severely excessive deflation. The 
deflationary influences abroad do 
point to a danger; but to their 
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present extent they produce a world 
climate within which Britain’s meas- 
ures probably stand a better chance 
of success. This latest British drive 
against inflation, like that of 1951-52, 
is working with the tide, whereas 
most of the intervening efforts were 
working against it. 


Downward Tilt 

So far as can be judged, Britain’s 
economy is entering 1958 with a 
very slight downward tilt. Hardly 
any of the major statistical indicators 
are yet available for any period later 
than November, and most of them 
relate to October, when industrial 
production turned slightly down- 
wards and the seasonal rise in retail 
trade was less than in 1955 or 1956. 
Unemployment rose more than sea- 
sonally in the four weeks to Novem- 
ber 11, by 41,000 to 317,000, the 
equivalent of 1.5 per cent, and 
notified vacancies dropped by 22,000 
to 252,000. ‘These indices were 
evidently not yet reflecting the effects 
of the measures of mid-September, 
which makes it the more probable 
that a further easing of the economy 
lies ahead. In spite of the fall that 
has occurred in primary commodity 
prices, there is no sign, however, 
that any dramatic contraction is 
imminent in the total demands upon 
Britain’s economy. But as capacity 
is rising, even a modest contraction 
may be sufficient to produce a 
notable change in the _ business 
climate. That, rather than any 
violent jerk, seems to be the most 





likely outcome of the tendencies dis- 
cernible thus far. It remains to be 
seen whether it can be enough, in 
the crucial sphere of wage claims, to 
save Britain from a new twist in the 
spiral—for, as the Chancellor re- 
cently remarked, we “ cannot afford 
any one major mistake ”’ 

Plainly, there ought not to be any 
relaxation of the policy until sub- 
stantial success is assured. If de- 
flationary pressure needs to be 
intensified or long sustained there 
will be a good case, as has been 
recently argued by the London and 
Cambridge Bulletin, for trying to 
direct it more specifically towards 
consumption. But the common 
criticism of present policy on the 
ground that it may (temporarily) 
stabilize or even reduce productive 
investment (now at a peak) is not a 
valid argument for relaxation. On 
page 12 we publish a further im- 
portant contribution from Dr Barna, 
which suggests that the pattern of 
recent industrial investment may 
have put Britain at a disadvantage 
by comparison with Germany. All 
such investigations demonstrate the 
vital importance of adequate and 


well directed capital outlays by 
British industry. But there is 
no ultimate conflict between the 


drive for investment and the drive 
against inflation. Both serve the 
cause of efficiency in a competitive 
world. Investment achieved only at 
the cost of inflation is bound to be 
self-defeating. 


Loan Payment Deferred 

The Government decided last 
month to renew for another year 
its stand-by facility of $7384 millions 
at the International Monetary Fund; 
and to defer the end-year instalments 
of $181 millions on the North 


American post-war loans. The loan 
payments will now fall due in the 
first year of the twenty-first century, 





before the deferred $104 millions 
(of interest only) relating to 1956. 
Under the agreements re-negotiated 
in the early months of 1957, the 
original right to claim a waiver of 
interest for a year in which certain 
complicated conditions had _ been 
fulfilled was replaced by a provision 
for deferment of payment, covering 
principal as well as interest. ‘This 
provision can be invoked at any time 
that the British Government con- 
siders necessary in view of actual 
and prospective conditions of the 
exchanges and the level of the gold 
reserve; the total number of defer- 
ments is limited to seven, and 
Britain has agreed not to avail itself 
of “‘the major part”’ of this maxi- 
mum in the years immediately ahead. 


Gold Inflow Slackens 


The consideration in the Govern- 
ment’s mind in making the defer- 
ment has presumably been the 
inadequate level of the reserves; it 
is to be hoped that its action will 
not be misconstrued overseas as an 
indication of current weakness. Ster- 
ling showed little movement in the 
exchange markets last month, the 
official rate remaining above $2.784 
and transferable sterling at around 
$2.79. Early in the month there 
was a little disappointment with the 
gold figures for November, but this 
was partly the backwash of false 
expectations aroused from _ high 
ministerial sources. 

The gain in the month was $92 
millions, to $2,185 millions, of 
which $18 millions was_ received 
from the European Payments Union 
in gold settlement of the October 
surplus. The EPU balance for 
November itself, disappointingly, 
swung back to deficit, of £14 mil- 
lions, involving a gold payment of 
$3 millions last month. Adjusting 
the EPU settlement to the month 
to which it relates, Britain’s true 
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dollar surplus for November was 
$71 millions, just half the compar- 
able surplus in October, when the 
first impact of the September meas- 
ures was felt. Britain’s poor per- 
formance in EPU is_ attributed 
officially to further calling in by the 
Bank of France of sterling balances 
(including some accumulated for 
cover against forward sales of francs) 
of French commercial banks. Cer- 
tainly the European picture as a 
whole looked much better in Novem- 
ber. For the first month in five 
years Germany incurred a deficit in 
EPU, of $26 millions. 

Britain’s trade returns for Novem- 
ber showed a sharp improvement: 
the gap between exports (fob) and 
imports (cif) narrowed to {£22 mil- 
lions, the lowest for seven years 
excepting two months in_ which 
figures were distorted by shipping 
delays. The main significance of 
this performance is that it follows 
the sudden worsening in October: 
these returns of shipments are erratic 
and for short periods may be mis- 
leading. 

The performance of exports in 
1957 as a whole has been somewhat 
disappointing. In January-Novem- 
ber, shipments rose by less than 
5 per cent in value, while in volume 
they rose no more than 2 per cent. 
In 1956, the increase in volume was 
6 per cent. 


Conflicting Influences 
in Bank Credit 

Aggregate bank advances, as shown 
by the latest monthly statement from 
the clearing banks, dropped in the 
tive weeks to November 23 by £47.6 
millions, or even more sharply than 
in the previous four weeks; but £5 
millions of the decline was due to 
the State boards, which in October 
were increasing their borrowings. 
For the first time in twelve months 
the total now shows a fall on the 


yearly comparison. The latest con- 
traction has been matched by another 
sharp increase in liquid assets (but 
Barclays bought another £10 millions 
of investments), pushing the aggre- 
gate liquidity ratio up from 36.2 to 
36.9 per cent. This compares with 
36.4 per cent a year ago, when the 
ratio dropped 0.7 points over the 
month. The banks therefore look 
reasonably well placed to absorb the 


Nov 20, Change on 
1957 Month Year 
{mn {mn {mn 
Deposits .. 6508.7 —21.4 +153.3 
“Net”? Dep* 6235.9 - 3.3 +147.7 
Liquid yA | 
Assets 2404.1 (36.9) 40.0 94] 
Cash .. 534.1 (8.2) + 3.6 6.5 
Call Money 412.0 (6.3) -14.6 + 5.6 
Treas Bills 1324.1 (20.3) 73.7 49.6 
Other Bills 133.9 (2.1) -—22.6 32.4 
“<é Risk > 
Assets 39/1.4(60.1) -40.4 -— 34.2 
Investments 2037.3 (31.3) 7.3 + 62.0 
Advances .. 1874.1(28.8) -47.6 - 7.8 
State Bds 58.2 - 5.3 - 29.7 
All other 1815.9 —42.3 + 21.9 


* Excluding items in course of collection. 
t+ Ratio of assets to published deposits. 


pressure from the seasonal flow of 
tax receipts to the Exchequer in the 
early months of this year. 

This strengthening has occurred 
in spite of an unusually sharp de- 
cline in holdings of commercial bills. 
Thanks to the decline in this item 
and in advances, the banks have 
been able to furnish substantial 
finance to the Exchequer (to provide 
for its domestic deficit and for pur- 
chases of gold and dollars) without 
experiencing a further expansion of 
their deposits. Net deposits declined 
by £3.3 millions over the five weeks, 
but, of course, still showed a large 
increase on the year. The seasonally 
adjusted index of Lloyds Bank de- 
clined by 0.2 to 107.5, after a 0.1 
rise in October. The switch into 
deposit accounts has continued; al- 
though aggregate gross deposits con- 
tracted by £21 millions (whereas in 








October they had risen by £100 
millions), deposit balances rose by 
£85.3 millions, making a leap of 
£209 millions since the rise in Bank 
rate. 


Where Advances Fell 


The quarterly statement of true 
advances of all members of the 
British Bankers’ Association shows 
that the fall in advances in the three 
months to mid-November was rather 
larger than suggested by the monthly 
statements of the clearing banks; 
and that while special influences 
played their part, the fall was widely 
spread. ‘True advances of clearing 
banks fell by {101.3 millions, and 
advances of other banks by {21.8 
millions; excluding the utilities, the 
total fall was £129.2 mullions— 
which must have been the largest 
ever experienced. In the November 
period of 1956 the comparable fall 
was {42.6 millions, and in 1955 
£108.9 millions. 

Of the twenty-seven categories of 
borrowers, only five apart from the 
utilities increased their advances in 
the quarter, and the only significant 
increase was for shipping and ship- 
building (by £7.4 millions to £42.4 
millions). ‘The biggest decrease was 
that of £34.3 millions, to £163.9 
millions, in the 
group; this seems to represent some 
big temporary repayments by the 
financial corporations. ‘The personal 
and professional group reversed, and 
very nearly offset, its three previous 
quarterly increases, falling by {14.8 
millions to £316.7 millions. Ad- 
vances to all other groups outside 
industry and trade also fell—to local 
authorities by £10 millions, stock- 
brokers by {7.2 millions and _ hire- 
purchase companies by {4.1 mil- 
lions. In the industrial sector the 
big falls were in engineering ({19.8 
millions to £220.8 millions), textiles 
other than cotton and wool (£8.4 
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millions to £40.9 millions), and iron 
and steel ({7.9 millions to £49.6 
millions); all these groups, however, 
were still well up on the year. 
Advances to agriculture, where the 
seasonal factor is of special import- 
ance, were down by £9.9 millions, 


to {217.8 millions. 
DCO Shrugs Off Suez 


The annual report of Barclays 
DCO, made up to end-September, 
spans the Suez crisis and the loss of 
the bank’s [gyptian business; as 
foreshadowed last May, it shows a 
decline in profits—but only by 
£99,716, to £1,161,473. The divi- 
dend is maintained. ‘The rise in 
Bank rate came too late to affect 
earnings, but inevitably had its im- 
pact on the balance sheet. Even so, 
the bank is again able to show invest- 
ments at under cost and not ex- 
ceeding market value. 

The assets in Egypt were expro- 
priated in the autumn of 1956 and 
handed over to the Bank of Alex- 
andria, a new company formed for 
the purpose. The latest DCO 
accounts thus exclude the Egyptian 
section, which represented some 5 
per cent of total business; last year’s 
balance sheet included {17.6 mil- 
lions of advances and bills dis- 
counted in Egypt, and £18.2 millions 
in local cash and short-term Egyptian 
Government securities. The bank’s 
rapid growth, however, has already 
overtaken this loss, for deposits show 
a small increase, implying an expan- 
sion of £36.2 millions in deposits 
outside Egypt and one of £22 mil- 
lions in advances and discounts. 
Liquid assets have fallen by {13.7 
millions, to £185.6 millions, but the 
chairman stated that liquidity has 
been satisfactory and that the bank 
has not been faced by the need to 
sell investments. Physical expansion, 
too, has been vigorous; there are 
now 77 more offices than last year. 
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Scots Banks’ Profits 


Scottish banks again show little 
profit from dear money. ‘Two of 
the three banks that draw up their 
balance sheets in the autumn show 
a decline in their latest year in both 
profits and in deposits. Advances 
have again been fairly stable; invest- 
ment portfolios have been moder- 
ately reduced. 

The British Linen Bank’s net 
profit in the year ending on Sep- 
tember 30 fell for the second year 
in succession, by 10,000 to 
£220,600, and deposits were down 
by £3.0 millions to £77.3 millions. 
Net profits of the National Bank of 
Scotland, in the year to November 1, 
declined by £17,400 to £326,100, 
and deposits by {8.7 millions, to 
£97.9 millions. The Commercial 
Bank of Scotland, whose governor, 
Lord Rotherwick, confirms that the 
bank will hold the majority interest 
in the envisaged merger with the 
National, shows an increase in con- 
solidated profits, in the year to 
October 27, by £7,200 to £495,300. 
The accounts do not reveal how 
much of this is attributable to the 
hire-purchase subsidiary companies, 
though Lord Rotherwick does state 
that bank earnings were about the 


same. ‘l‘he bank’s deposits rose by 
£4.8 millions to £122 millions; while 
the group’s hire-purchase lending 
rose by {4.5 millions to 13.3 
millions. 

All three banks propose to distri- 
bute the same amount this year as 
last; and all again show their invest- 
ments at or under cost and below 
redemption price, disclosing the 
lower market value in marginal notes. 
In each case book depreciation is 
somewhat higher than in 1956. 


A * Union ’’ Discount House 


The efforts to create a specialized 
money market within South Africa 
by the establishment there of insti- 
tutions modelled on the traditional 
London houses have been carried a 
stage further by the launching in 
Johannesburg of a company known 
as the Discount House of South 
Africa Ltd. ‘Two years ago, it will 
be recalled, the Anglo-American 
Corporation of South Africa formed 
Union Acceptances Ltd as the spear- 
head of this drive, with the intention 
that its primary functions should be 
those of a merchant banking house 
—providing mainly commercial and 
industrial finance by accepting com- 
mercial paper and sponsoring capital 
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issues. It was recognized, however, 
that at least in the early stages the 
company would have to act also as 
a bill broker and discount house— 
as an intermediary in the placing of 
its own acceptances and sometimes 
as an outright discounter of them. 
Now it is stated that demand for 
these services has reached the point 
at which a further step in specializa- 
tion is desirable. ‘The new company 
has been formed to assume the dis- 
counting functions, and it is intended 
that it shall operate so far as possible 
on the lines made familiar in London, 
by seeking funds at call in order to 
finance a portfolio of commercial 
bills and Treasury bills and possibly 
short-dated Government stock. It 
is hoped that the existence of a 
separate company for this purpose 
will further stimulate the placing of 
funds at call as well as the marketing 
of suitable commercial bills. 

This new venture, like its pre- 
decessor, doubtless has the full 
blessing of the South African Re- 
serve Bank, which from the days of 
the formation of the National Finance 
Corporation has been concerned to 
promote the development of short- 
term banking facilities. In the cir- 
cumstances it is a little surprising 
that the authorities have not moved 
more energetically towards full flexi- 
bility in their system of ‘Treasury 
bill borrowing. ‘There could be no 
better way of fostering the embryo 


‘recently the 


money market than by offering the 
bills by tender rather than at fixed 
rates, and in bearer form in de- 
nominations down to, say, £5,000. 


National Overseas & Grindlays 


From the opening of business on 
January 1, 1958, the identity of two 
old - established British overseas 
banking concerns is merged into a 
single organization, known _ hence- 
forth as the National Overseas & 
Grindlays Bank. Since 1948 the 
National Bank of India has owned 
the whole of the ordinary share 
capital of Grindlays. ‘The formal 
amalgamation is the logical outcome 
of a relationship that has grown 
closer over the years and that now 
requires some streamlining in view 
of the changed circumstances in 
South Asia and in the African con- 
tinent, the territories in which the 
two banks chiefly operate. 

With this change, three of the 
principal British exchange banks 
have now ceased to identify their 
business names specifically with 
India, though, of course, they con- 
tinue their long historical connection 
with that country. A few months 
ago the Chartered Bank of India, 
Australia and China became quite 
simply the Chartered Bank; and 
Mercantile Bank of 
India has given notice of its inten- 
“tion to abbreviate its name to the 
Mercantile Bank. 





went to press. 


issues of a general nature. 


possible. 





BANK RATE INQUIRY 


The judicial inquiry into allegations of a leakage of information 
about the Bank rate increase was still in progress as this issue 
Quite apart from the immediate question involved, 
the evidence presented has inevitably raised wide reaching 
It has also afforded unique glimpses 
into the workings of the Bank of England and the City. On 
these questions, we reserve comment until a full assessment is 
Meanwhile, Sir Oscar Hobson this month turns his 
attention to the specific question of the pros and cons of having 
“‘ outside ” directors at the Bank. 








World Without 


Reserves 


HE year ahead will obviously be a critical one for sterling: after 
three successive summer crises, it is imperative that sterling’s 
present convalescent strength should be consolidated to carry it 
through the period of seasonal and psychological stress. How 
can this be achieved? ‘That is the overriding economic question at the 
beginning of 1958, colouring all aspects of domestic and external economic 
policies. After the rude experience of 1957, there is wider understanding 
of the need to put sterling first—and certainly in official circles more deter- 
mination to do so. ‘There is wide agreement, too, that at least in the short 
term, this demands the maintenance of the new toughness in money policy 
and wage policy: the first success of the monetary shock tactics, in checking 
and reversing the speculative exchange outflow, has impressed some of the 
sceptics who doubted the efficacy to-day of such measures even as palliatives. 

But many people still affirm that monetary restriction is basically the 
wrong policy for Britain, and in particular that it was the wrong response 
to the exchange pressures, the nature of which the authorities are alleged 
to have misconceived. If these critics argue too much, it has always been 
recognized in official circles that Britain’s action should desirably be supple- 
mented by international measures. At last month’s top level meeting of 
NATO, there were certain encouraging signs that in the reappraisal of 
Western policies occasioned by the shock of the sputnik, the need to build 
up the economic as well as the military strength of the free world is not 
being entirely overlooked. But the politicians are not yet imbued with a 
due sense of urgency in this sphere. 

The most pressing problem is to augment the world’s liquid reserves. 
The exchange crisis of last summer, it is generally agreed, was considerably 
aggravated by the strain placed on world liquidity—and hence on sterling— 
by the culmination of a number of convergent influences. ‘These included 
the plunge into unmanageable current deficit caused by rapid economic 
expansion in India, France and Japan; the simultaneous weakening of 
commodity prices, furthered by the slowing down of economic activity in 
the United States; the reversal of the outflow of gold from the United 
States, partly as a result of the special speculative and trading consequences 
of the Suez crisis; and the continuation and even increase of the current 
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payments surplus of Germany, intensifying expectations of an upward 
adjustment in the exchange value of the mark. 

‘These disturbances would in any event have imposed pressure on sterling, 
as the most plentiful international means of exchange; but they became 
critical because of the strong under-current of overseas—and domestic— 
distrust in Britain’s own money. Only an unequivocal display of deter- 
mination to preserve the value of the pound, such as has been given, could 
restore the necessary basis of confidence. ‘This was the first, irreplaceable 
corrective which has to be worked through if repetition is to be avoided. 
With faith in the soundness of Britain’s domestic policy strong, the impact 
of world disturbances will no longer be cataclysmic. But the impact may 
still be uncomfortable, especially while international liquidity remains 
chronically under-strength. 

A deficiency of reserves, as Britain well knows, can quickly spiral into 
crisis: the smaller the absolute total of reserves, the greater the fluctuations 
arising from speculative movements that need to be absorbed. With 
exchange rates kept within narrow margins and thus taking very little of the 
strain, the world’s monetary reserves to-day, it seems clear, are an inade- 
quate cushion to absorb anything much larger than the normal seasonal 
and cyclical fluctuations. If the great hopes that are centred in the common 
market and the free trade area are to be realized, and if large areas outside 
Europe are not to be driven into trade restriction, with all the dangers that 
would involve for the world economy, some expansion in the available 
amount of international reserves may be essential. How to secure that 
expansion will be one of the main problems to be faced in 1958—and 
beyond. The manner in which that problem is solved will play a part in 
determining whether the germs of recession present in the economy of the 
free world to-day can be neutralized. 


What is Available 

In mid-1957, the latest date for which comprehensive figures are available, 
the gold and foreign exchange reserves held by monetary authorities of the 
free world amounted to some $52,000 millions. This excludes the gold and 
currencies held by international institutions. Of the total, gold represented 
$35,600 millions; and of this no less than $24,800 millions, or over 69 per 
cent, was held by two countries, the United States and Germany. 

The official reserves in foreign exchange totalled $16,400 millions; all 
but a small part was held in sterling and US dollars. Britain’s short- 
term liabilities to other countries in mid-1957 amounted to the equivalent 
of around $9,500 millions, of which the greater part, probably more than 
the equivalent of $8,000 millions, was held for central banks, treasuries 
and other governmental institutions. ‘The balances held at the same time 
in dollars on foreign official account amounted to $7,600 millions. To 
these might be added part at least of the balances held by private banks 
and merchanting institutions, which amounted to $5,600 millions of dollar 
balances and to the equivalent of over $1,500 millions of sterling balances. 

The dollar is in the main a reserve, or refuge, currency; sterling is a 
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trading currency. Holdings of gold become sterilized in the hands of the 
world’s chronic creditors; sterling is very widely held, and passes from 
hand to hand much more freely. If there were figures available of the 
velocities of circulation, sterling might be found to be doing four to five 
times the work that is now being done by an almost equivalent amount 
of dollar balances. Any major retreat from sterling’s international status 
would plunge the world into a crisis of liquidity of unprecedented magni- 
tude. In recent times, certainly, sterling has been too volatile for safety, 
and for the wrong reasons. But it is bound to feel a special strain from 
the scarcity of reserves in other currencies. 

The adequacy of available reserves must be measured in terms of the 
world trade that they underpin. In mid-1957 the total gold and foreign 
exchange reserves of $52,000 millions were helping to sustain world trade 
running at an annual rate of nearly $110,000 millions: the reserves repre- 
sented a bare six months’ worth of merchandise imports, including the 
cost of freight and insurance. In 1937, by contrast, gold and foreign 
exchange holdings of $27,650 millions matched a total of world imports of 
$27,270 millions, a ratio of virtually one to one. By this measure the 
world’s international liquidity has been halved. Moreover, the distri- 
bution of gold reserves has become less even. In 1937 the United States 
held just about half the world total, while it holds more than 60 per cent 
to-day—despite the fact that other surplus countries such as Germany 
and Venezuela have preferred to build up a large part of their reserves in 
dollar balances rather than in gold. 

On the other side, an important alleviating influence in recent years has 
been the contribution of the special international institutions. The most 
important is the International Monetary Fund, which still holds in dollars 
$931 millions and in gold $1,600 millions which could be made available 
to member countries in case of need. Immediately, the IMF has stand-by 
credit obligations outstanding of $805 millions; and it now seems certain 
that substantial further assistance is to be given to France. Large credits 
have been granted through the European Payments Union, the total out- 
standing being $1,100 millions; theoretically, a substantial further amount 
is liable to be made available—but not to the most needy. France has for 
some months exhausted its quota. Before new credits are granted, the 
existing ones may have to be funded. 

For many countries, the inadequacy of gold and dollar reserves has been 
in part compensated, too, by the growth of sterling balances. In mid-1938, 
sterling balances maintained on overseas account amounted to £760 millions. 
They had grown to {£3,694 millions by the end of 1945 and are at about 
that level to-day. But after allowing for all these items there remains a 
very serious decline in world liquidity—to say nothing of the liquidity 
ratio of the country whose foreign liabilities have so greatly risen. 

In considering the possible remedies for this scarcity of liquid reserves, 
pride of place must be given to the need for maintaining sound economic 
policies among debtor as well as creditor nations. If there is a reasonable 
measure of confidence in world economic stability, if balances of payments 
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are not pulled into disequilibrium by divergent economic policies and the 
consequent speculation about future adjustment of exchange rates, the need 
for reserves will be a great deal smaller than they appear to be in times of 
upheaval. In the classical days, the Bank of England could run the gold 
standard with a gold reserve that seldom exceeded £40 millions. Ad- 
mittedly this was supplemented by a second line of reserves in the form of 
short-term credits extended by London to all corners of the globe. It was 
supplemented also by the underlying base of political stability and by the 
readiness on the part of British bankers and investors to spread the sur- 
pluses of the British balance of payments in the development of overseas. 
territories and the financing of overseas trade. A financial crisis in the 
nineteenth century related to the difficulties of individual commercial banks, 
not of nations and central banks. ‘The best remedy that could be brought 
to the present scarcity of international reserves would, of course, be the 
adoption by the United States and Germany of policies consonant with 
their creditor status and, therefore, engendering a larger amount and better 
distribution of gold and exchange reserves. 


Choice before IMF 


To ask for this and for a return to the state of international equilibrium 
prevailing before 1914 is, in pre-sputnik phraseology, crying for the moon. 
Germany and the United States to-day have not the same economic interest 
as Britain had in extending their capital overseas in exchange for a vast 
intake of raw materials. Nor, in many areas, would political conditions. 
encourage them to do so. In the harsh realities of 1958, the immediate 
problem is that of directly increasing the fund of available reserves. 

The most obvious contribution to such an expansion would be an increase 
in the quotas of the International Monetary Fund. ‘These quotas were 
fixed towards the end of the war in relation to a value of world trade that 
has since doubled. The IMF has sprung into active life during the past 
eighteen months, transacting in this period more business than in the 
previous ten years of its existence. As a result, the Fund is now in danger 
of running out of hard currency. It’ cannot continue to operate at its 
recent tempo. If it did, it might soon be obliged to declare the US dollar 
a scarce currency. Formally, this would entitle members to subject imports 
from the United States to special direct restrictions—which, of course, 
nearly all of them already do. ‘Io avoid a formal scarcity of dollars, it is 
open to the Fund to borrow dollars from the United States—or, as it is 
doing, apply the brakes on its lending. 

Alternatively, and preferably, the Fund could ask all member countries 
to increase their quotas. ‘This would be a difficult process to carry through. 
The United States would have to re-submit the whole of the Bretton Woods 
legislation to Congress and no one, given the present leadership of the 
United States, could predict what would be the outcome of a move of this 
kind. Yet it is evident that any substantial increase of the world’s available 
reserves can be provided only by the United States. 

The need could be met also by a devaluation of all currencies in terms of 
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gold. From the standpoint of need, at least, there are to-day stronger 
arguments than ever for this move. A technical committee of IMF is 
studying the issues involved. But if the need grows more urgent with the 
passage of time, American opposition to the move does not diminish. The 
additional commitment borne by the US Treasury would be an unlimited 
one, and its benefits would fall in large part to South Africa and Russia. 
If no major solution of this problem of world liquidity is achieved in the 
next year or two, the world will have to pin its hopes on less heroic measures. 
The main hope may be from additional foreign lending by private firms 
and individuals in the United States. One may again recall Mr Nixon’s 
San Francisco speech in the autumn, in which the Vice-President called for 
at least a doubling of the rate of private American investment overseas, 
suggesting the enactment of fiscal and other incentives to encourage this. 


Dollar Backing for the City ? 


Mr Nixon was concerned mainly with long-term investment, much of 
which is likely to remain in the Western hemisphere. Of more direct 
interest to Britain would be participation in the London money market, 
where the many established channels of liquidity have been running dry. 
It should not be impracticable, or unprofitable, to place the short-term 
credit resources of the New York market more fully at the disposal of 
British banks and acceptance houses. ‘Two decades ago the American 
banks were lavish in their extensions of large open lines of acceptance 
credits to German banks, which in their turn re-lent them to their own 
customers for use in long-term investments. ‘This was a gross abuse of 
the principles of commercial acceptance credits. All this was painfully 
revealed with the collapse of 1931 and the subsequent standstill credits. 
The memory of these may have burnt itself too deep into the conscious- 
ness of American banks. No such abuse would be tolerated if similar 
facilities were made available to institutions in the City of London, which 
to-day have all the required tradition, skills and connections but collectively 
lack the resources to put these attributes fully to work. German banks, 
too, might find a rdle in such a development; their recent venture of lending 
direct to the Government of Belgium could be taken as an encouraging sign. 

Finally, a real and mutually profitable contribution could as ever come 
from more liberal trading. In practice, the main task may be to hold 
the line. ‘This year sees the expiry of the US Trade Agreement Acts, 
under which Congress has delegated to the President, to a limited and 
specified degree, power to make tariff concessions. President Eisenhower 
gave promise in Paris of his intention to ask Congress for a renewal of 
these powers; and he also announced that he would request an increase in 
authorizations for the Export-Import Bank and the Special Development 
fund. ‘There are many countries in the free world that still keenly feel the 
need for further American aid. Britain is not one of them. But standing 
at the centre of so many influences in world trade and world finance, it has 
a major interest in the evocation of the additional dollar liquidity that is 
required if the economy of the free world is to grow without upset. 
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By T. BARNA 


HE anti-inflationary measures announced by the Government on 

September 19, 1957, have this in common: they aim, in the first 

instance, at restricting investrhent. While capital expenditure in 

the public sector is to be restrained by direct measures, investment 
in the private sector is affected by a limit on bank advances, a trimming of 
applications for capital issues, a rise in Bank rate and, what is probably the 
most important, a general worsening of the climate in which investment 
decisions take place. 

The only ofhcial information at present available on manufacturers’ 
plans for capital expenditure in 1958 is derived from a Board of Trade 
survey based on returns received just before the new measures were taken.* 
The best interpretation one can put on this survey is that it indicates no 
change in capital expenditure between 1957 and 1958. The impact of the 
Government’s measures, however, is bound to affect plans for 1958 in a 
downward direction. ‘Thus, for the first time since the war, there is a 
strong likelihood of a fall in manufacturers’ capital expenditure. 


* Board of Trade Journal, September 20, 1957. 


}? 


In my last article in 7he Banker,* | came to the conclusion that the stock 
of fixed assets in British manufacturing industry (measured in terms of 
replacement costs depreciated according to conventional methods) has kept 
pace with that in the United States or in Western Germany in the period 
since 1938 as a whole. But I pointed to the faster rate of progress in recent 
years in Western Germany and to the dangers inherent in not continuing 
the upward trend of British industrial investment. 

It is true that in the course of 1957 industrial investment in the United 
States and in Western Germany has shown signs of falling off similar to 
those observed in this country. But if the international currency problems 
are to be solved through inflating the American and German economies 
and deflating the British economy, and if the burden of deflation in this 
country is to fall particularly on investment rather than on consumption, 
we shall finish up this process with an industrial capacity which has worsened 
in relation to that of our chief competitors in the world market for manu- 
factures. ‘The question is whether we can afford, as a nation, to restrain 
industrial investment or actually bring about a reduction in it. 


I—Taking Account of Government Aid 


In the nine years 1948-56, a total of £6,100 millions was invested in 
British manufacturing, measured at end-1957 prices, and £5,300 millions 
in West German manufacturing, similarly measured. But, as shown in 
Table II and in the first chart, whereas in the period 1948-52 British 
investment was nearly 50 per cent higher than the German, since 1954 
German investment has been the higher. 

These differences are not unfamiliar. It is of interest, however, to look 
at the differences industry by industry. I have rearranged the available 
dataf according to a classification that is, as far as possible, comparable 
between the two countries. I have then converted the original figures into 
estimates in terms of end-1957 prices and, finally, converted the German 
estimates into pounds, at the present ofhcial rate of exchange. I have 
used the same price indices and currency conversion rates for each industry, 
ignoring the fact that the movement of investment costs, and hence the 
appropriate rate of exchange, may vary from industry to industry. 

International comparisons are always subject to uncertainty, partly 
because the concepts used for the measurement of the original data may 
differ and partly because of errors in the process of conversion into common 
prices. No significance should therefore be attached to small differences 
between the figures. But a number of the differences, discussed in the 
next section, are marked and important. 

One of the difficulties in making the comparison arises from the fact 
that a significant proportion of investment in British manufacturing, nearly 
10 per cent, is financed by the Government and is not classified by industry 





*“ Investment in Industry: Has Britain Lagged ?”’ in the April, 1957, issue. 

+ The German figures are estimates of the Deutsches Institut fiir Wirtschaftsforschung, 
Berlin, and I am indebted to Dr R. Krengel for information in advance of publication. 
‘The British figures are based on official data completed, where necessary, by my estimates. 
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in the blue books on national income and expenditure, although it is 
included in the total for manufacturing. There is no counterpart to this 
in Western Germany and the comparison would not be fair without 
attempting to take account of such expenditure. Hence I have made 
estimates, the first so far attempted, to obtain a more complete picture. 
‘These estimates are subject to error and the data in Table II should not be 
taken as accurate to the last digit. 

Government-financed capital formation in manufacturing took up in the 
nine years 1948-56 a total of £510 millions, which is equivalent in end-1957 
prices to £600 millions. Of this sum {£143 millions was spent on assets 
now vested in the Atomic Energy Authority, £322 millions was for military 
purposes and £135 millions for civilian purposes. 

Among the civilian items about £30 millions represents assets used for 
research and development, mainly by the Department of Scientific and 
Industrial Research, and about {100 millions represents factories built by 
the Board of Trade, mainly in development areas, or built by the New 
Town corporations and rented to industry. In my figures, these sums 
have been apportioned among different industries on the basis of informa- 
tion on the activities of the DSIR and of statistics on areas of factory space 
constructed in the development areas. The bulk of the expenditure under 
this heading appears to have gone to mechanical and electrical engineering 
and to the textiles and clothing industries. 

Among the military items, £102 millions is the cost (in 1957 prices) of 
assets for research and development establishments, mainly belonging to 
the Ministry of Supply but including also some subsidy to private estab- 


TABLE I 
GOVERNMENT-FINANCED CAPITAL FORMATION ON MILITARY ITEMS, 
TOTAL 1948-56 
(£ millions at 1957 prices) 
Research and __[ndustrial 


Industry Development Assets Total 
Aircraft ie as = pg 60 110 170 
Mechanical engineering... ‘4 15 44 59 
Electrical engineering - “a 10 23 33 
Motor vehicles +e ” ee 7 25 32 
Other.. me - es - 10 18 28 
Total sd co 102 220 322 


lishments; £40 millions was spent in the period on Royal Ordnance factories ; 
and {180 millions was issued as capital assistance to private industry engaged 
on defence production, two-thirds of this representing the value of machine 
tools imported on Government account and one-third the subsidy element 
in expansion schemes. Almost the whole of the capital expenditure of a 
military nature was concentrated in the post-Korean period, with £58 
millions spent in 1951, £85 millions in 1952 and £75 millions in 1953. In 
1948 sales of surplus Government assets oftset new investment; and recently, 
while new investment has fallen, sales of surplus assets have begun to rise. 
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The allocation of investment expenditures for the purposes of defence 
production and research between industries can be only roughly estimated. 
As is evident from Government appropriations for armaments deliveries, 
aircraft account for the bulk of expenditure. ‘The mechanical and elec- 
trical engineering and the motor vehicle industries also received important 
sums, and a number of other metal industries and chemicals smaller 
amounts. Some of the expenditure on aircraft goes, of course, not to the 
aircraft industry but to the electrical and instruments industries. My 
estimates are presented opposite; they can make no claim to full accuracy. 

It is a debatable point how far assets created by Government finance 
should be regarded as in a different category from other fixed assets. For 
civilian assets—mainly factory buildings—there is no difference of sub- 
stance; public authorities do not act differently from private landlords. As 
regards assets for military production and research, ultimately the Govern- 
ment is likely to pay for them in any event. It is only the method of payment 
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that differs. At the one extreme the Government pays outright for the assets 
and retains ownership, and reimburses industry only for operating expenses; 
and at the other extreme the assets are privately financed but a charge for 
depreciation is incorporated in the price of armaments delivered to the 
Government. ‘There are variations on these two main methods: for 
instance, the IC] titanium project is privately financed but the Government 
guarantees to purchase an agreed quantity of the product at an agreed price. 

The only difference of substance is that the life of assets used for military 
purposes may be shorter than that of similar assets used for other purposes. 
In all industries a proportion of assets is under the risk that their life may 
be cut short; in industries that concentrate on armaments production this 
problem can be extremely important. Although the experience of the war 
has shown that the proportion of assets that could not be adapted to post- 
war civilian requirements was small, the interpretation of the present 
position must depend largely on expectations of technological changes in 
armaments production, and in particular on the future of the aircraft 
industry. 

The problem of accelerated depreciation is most important in the case of 
the Atomic Energy Authority and the aircraft industry, including the 
Government-owned research establishments. ‘These two “ industries ” 
account, according to the present estimates, for two-thirds of the non- 
civilian items financed by the Government and, as the information relating 
to them is kept separate in the tables, the reader can make the necessary 
mental adjustments himself. 


I]—Where Germany Leads 


In the first chart the movements of British and German investment are 
shown both including and excluding assets for defence production. The 
inclusion of these assets makes a substantial difference to the comparison in 
the period 1951-54. It is evident that the difference between total German 
and British investment in recent years is due entirely to the difference in 
the metal-making and metal-using industries. If the military element is 
excluded from British investment, Western Germany shows an excess in 
this sector since 1951. 

The Germans, of course, were not allowed to have an atomic energy or 
an aircraft industry. ‘This makes the comparison between the two countries 
more difficult. The comparative movements of investment in the rest of 
manufacturing are shown in the chart overleaf,* omitting three industries 
(petroleum refining, non-ferrous metals and shipbuilding) to which special 
considerations apply. In petroleum refining both countries were late 
starters, but the substantial British programme of construction got under 
way immediately after the war. German investments over the nine years 
amount to only 40 per cent of the British figure; recently, however, the 
level of investment has been the same in the two countries. In non-ferrous 





a — — 


* The results of the 1956 UK census of production were published on December 20, 
1957. It has been possible to incorporate revisions in the table but not in the chart. The 
only significant adjustment is upward in textiles and downward in paper. 
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HOW DIFFERENT INDUSTRIES HAVE FARED 


Fixed Investment in € millions at 1957 Prices 
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metals, the German industry is traditionally larger than the British, and a 
converse relationship exists in shipbuilding. Nevertheless, the German 
excess of 50 per cent in non-ferrous metals in 1955-56 is substantial, and 
the shortfall in shipbuilding, considering the relative capacities of the 
British and German industries, is small. 

A broad similarity in investment patterns is, of course, to be expected on 
general grounds. Both countries have a population of about 50 millions, 
both are heavily industrialized (although Britain more so than Western 
Germany), and both are dependent on exports of manufactures. Both 
economies are too large to allow for the degree of specialization such as has 
taken place in, say, Sweden or Switzerland. Techniques of production 
also are very similar. Hence the same industries top the investment list 
in both countries—apart from atomic energy and aircraft. What cannot be 
precisely analysed is the difference in the investment patterns attributable 
to experience during and after the war; Western Germany had to make 
good much war damage, provide for the influx of refugees and restore the 
balance of industry within the present territory. 

Whatever the qualifications, however, there are some significant differ- 
ences in the investment patterns. It is immediately apparent that German 
investment in the period 1948-56 as a whole, in spite of its low level in the 
early years, exceeded or equalled that of Britain in a number of industries: 
building materials, iron and steel, non-ferrous metals, mechanical and elec- 
trical engineering and paper. ‘The quick picture is as follows: 


TABLE Ill 
MANUFACTURING INVESTMENT, 1948-56 
(£ millions at end-1957 prices) 


United Western 
Kingdom Germany 
Atomic Energy Authority, aircraft industry and 
research. . re - _ oe e 404 — 
Building materials, iron and steel, non-ferrous 
metals, mechanical and electrical engineering 1,966 2,351 
Other industries .. sg ei o ry 3,748 2,902 
Total... * - 6,118 §,253 


—_—— ee 


Investment in Germany has since the early years of the period exceeded 
that in Britain in most metal and metal-using industries, and recently in 
chemicals also. It will be remembered that for some years after the war 
the Allies imposed restrictions on German industry, and, in particular, that 
the British chemical industry captured some of the German export markets. 
In electrical engineering, which is one of the most rapidly growing industries 
in this country and which is to some extent supported by defence expendi- 
ture, the trends are also in Western Germany’s favour. In the motor 
industry (the British figures here include bicycles while the German figures 
exclude them) the Germans caught up in 1954 and have shared in the 
remarkable rise of investment since—in which the same American com- 
panies played an important part in both countries. 
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In the three years 1954-56, German investments in iron and steel 
exceeded British investments by 100 per cent, and quantitatively this is the 
most important single item, accounting for an average excess of £80 millions 
a year. The estimates given here are a fair indication of expansions in 
steel-making capacity and obviously can no longer be attributed to the 
making good of war damage. Not only has the capacity of the German 
steel industry by now exceeded that of the British, but the Germans also 
possess a much greater capacity to produce equipment for the steel industry. 

In building materials and the other industries in the group,* the excess 
of German over British investments during these three years was 50 per 
cent, in non-ferrous metals 40 per cent, in mechanical engineering 30 per 
cent, in chemicals 15 per cent and in electrical engineering 10 per cent. 
The experience of 1954-56 may be summarized in annual rates as follows: 


Excess of British Investment 


Excess of German Investment 
over German 


over British 
(£ millions) 


Iron and Steel .. wis .. 81 AEA and aircraft i <~ San 
Engineering and metal goods.. 28 Motor vehicles and shipbuilding 9 
Building materials, etc 24 Consumer goods industries 38 
Chemicals i aa a eB 
Non-ferrous metals... MY 5 

Total . BBS Total ms i. ae 


It is only in textiles and clothing, food, drink and tobacco, paper and 
printing and the rubber industries—all producing mainly consumer goods 
—that British industry compares favourably. Among the industries shown 
in the last section of the chart, the British lead is not in paper-making but 
in paper products, printing and rubber, each of these industries showing a 
similar relative performance in the two countries. 


I1i—Investment and Exports 


Whatever qualifications may apply to the accuracy of the estimates, the 
data presented here fall into a distinct pattern: the Germans have invested 
more in industries producing capital'goods and materials supporting them, 
and we have invested more in the consumer goods industries and in industries 
directly connected with armaments.” It is recognized, of course, that to 
some extent this difference in pattern arises from the very different political 
circumstances of the two countries. But it remains true that if the German 
investment pattern has been called export-oriented, ours could be called 
consumption and armaments-oriented. 

The export-oriented nature of the German investment pattern can be 
illustrated by reference to well-known trends in the structure of world 
trade in manufactures. In an excellent study by the late Mr H. Tyszynski, 
the crucial results of which are brought up to date in Table IV,T it is shown 

* Although this group includes a number of consumer goods industries, the investment 
goods industries included are far more important in their capital expenditure. 


+ I am indebted to Messrs A. Maizels and R. W. Thomas for extracting information 
from a study which is being prepared by them at the National Institute of Economic and 


Social Research. 
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that the shares in world trade of motor vehicles and aircraft, machinery, 
iron and steel and chemicals have increased persistently since the turn of 
the century, while those of textiles and clothing and some other categories 
of manufactures have declined. Between 1899 and 1955 the share of 
vehicles and machinery rose from 8 to 39 per cent and that of textiles and 
clothing fell from 40 to 13 per cent. 





TABLE IV 
STRUCTURE OF WORLD TRADE IN MANUFACTURES, 1899-1955 
1899 1913 1929 1937 1950 1955 
Percentages of total 

Motor vehicles and aircraft 0.4 3.3 4 9.4 11.8 14.5 
Machinery 7.9 13.5 14.6 16.9 22.4 24.3 
Iron and steel 6.0 Pe 7.8 9.9 8.1 9.6 
Chemicals ep 8.3 8.1 7.7 9.1 9.0 9.5 
Non-ferrous metals . . 4.7 5.4 4.5 5.6 4.7 4.8 
Metal goods .. ; 7.4 6.5 6.1 Pe 5.8 3.5 
Railways, ships, etc 4.2 3.7 2.8 2.4 aa + Be 
Drink and tobacco .. a oe 2.1 2.4 1.9 1.6 
Textiles and clothing sa - 40.4 ce 29.5 ye 19.5 12.8 
Other manufactures and unclassified faa 16.4 16.5 15.0 13.3 13.7 
Total - ae 100.0 100.0 100.0 100.0 100.0 100.0 


Sources: 1899-1950: H. Tyszynski, “‘ World Trade in Manufactured Commodities, 1899- 
1950”, Manchester School of Economic and Social Studies, September, 1951. 
1955: National Institute of Economic and Social Research. US special category 
exports, other than armaments, are included. 


Note.—The figures for 1899-1950 are based on the exports of 11 countries which together 
accounted during most of the period for 80-85 per cent of the world total. The link between 
1950 and 1955 is based on 12 countries. Coke, manufactured fuel, refined petroleum and 
armaments, etc, are excluded throughout. 


[t seems also, although this is not brought out in Mr Tyszynski’s study, 
that the competitive advantage of an industrializing country with low wages, 
such as Japan, is greater in industries in the lower half of Table IV than 
in those in the top half. Hence there is more than one reason why a 
developed industrial country should concentrate its resources on the capital 
and durable goods industries listed at the top of Table IV: first, the trends 
in world trade are in favour of those industries and, second, the com- 
parative advantage of a skilled industrial population is likely to be the 
greatest in those industries. 


I1V—Some Lessons of the Contrast 


It is impossible to prove a case simply from statistics such as those 
presented here. In particular, it is impossible to prove that any of the 
investments that we made in recent years were wrong to make. Moderniza- 
tion of the textiles industry in Britain was no doubt necessary, although 
shift working might have diminished the amounts required. The heavy 
investment in food, drink and tobacco and in the paper and printing 
industries is a reflection of a standard of living higher than that of Western 
Germany. And investments even in declining industries raise productivity 
and may release labour for use elsewhere. 

But when all this is said, the suggestion still remains that the investment 
pattern of Western Germany is more appropriately adapted than the British 
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to the changing trends of world trade. Can it be said that we put some 
of our money on the wrong horse ? 

I offer no apology for confining this analysis to manufacturing industry. 
In a country with relatively little agriculture, it is the structure of invest- 
ment in manufacturing which determines the pattern of economic growth 
and the export potential. Sources of energy and means of transport, 
although extremely heavy users of capital, tend to follow rather than lead 
in this evolution. Costly supplies of energy and transport can offset a 





TABLE V 
BRITISH, GERMAN AND AMERICAN EXPORTS OF MANUFACTURES 
IN 1955 
United Kingdom Western Germany United States 
$ mns %* $ mns o%, * $ mns %* 

Motor vehicles and aircraft << oe 16.9 714 13.6 2,172 23.0 
Machinery .. - a Ne 1,605 28.3 1,516 28.8 2/887 30.6 
Iron and steel i - + 438 6.4 428 8.1 674 7.1 
Chemicals... - > 7 652 9.5 680 12.9 1,107 121.7 
Non-ferrous metals . . + = 209 3.0 154 2.9 220 \ 
Metal goods .. ve 3 - 463 6.7 313 5.9 314 aun 
Railways, ships, etc - - 263 3.8 226 4.3 251 2.7 
Drink and tobacco .. iv v 206 3.0 19 0.4 70 0.7 
Textiles and clothing ba a 960 13.9 353 6.7 540 5.7 
Other manufactures. . me Wy 930 «13.5 864 16.4 1,216 12.9 
Total % .. 6,891 100.0 5,267 100.0 9451 100.0 





* Italic figures show percentages of commodity groups in each country’s total exports. 
Source: National Institute of Economic and Social Research. US special category exports, 
other than armaments, are included. 


favourable industrial structure, but cheap supplies can hardly make possible 
the sale of the wrong kind of exports. 

Nor are the objections against international comparisons necessarily valid 
in the case of a structural comparison between two not entirely dissimilar 
countries. As | pointed out in my article in April last year, the problem 
of war damage and the influx of refugees greatly increased Western Ger- 
many’s need for investment. This, however, does not explain why the 
Germans succeeded in reaching ard maintaining a high rate of investment. 
Nor does it explain why the structure of investment should be as it is. The 
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pattern of recent years has enabled Western Germany to go on increasing 
its volume of investment and at the same time to supply increasing quantities 
of precisely those goods that the world wants. 

An unfavourable industrial structure, as has often been pointed out, was 
one of the main causes of Britain’s economic troubles in the inter-war 
period. With a large proportion of the industrial population employed in 
the relatively declining industries—coal mining, cotton textiles and ship- 
building—even in the boom year of 1929 more than 10 per cent of the 
labour force remained unemployed. As Professor Svennilson has shown,* 
the United States and Germany were better placed to meet the world 
demand for industrial exports. 

The last war gave a stimulus to the metal-using industries and Britain 
came out of the war with a more favourable industrial structure than that 
with which she entered it. Since the war the process of structural adapta- 
tion has proceeded much further. In some new fields, such as petroleum 
refining or the production of office machinery, we made good the lack of 
progress in the pre-war years. But if exports are classified into relatively 
expanding and declining commodities in the world market, the pattern of 
British exports of manufactures, as shown in Table V, is still not as much 
adapted to the demands of world trade, in spite of immense progress in 
recent years, as that of the United States or Western Germany. 

The favourably placed commodity groups—the first four in the table— 
accounted in 1955 for 56 per cent of the total exports of manufactures from 
the United Kingdom, 63 per cent of those from Western Germany and for 
as much as 72 per cent of exports of manufactures from the United States. 
Total West German exports of manufactures are, of course, still smaller 
than ours, although per person employed in manufacturing the difference 
has by now become small; nevertheless, German exports of machinery, 
iron and steel and chemicals are about as much as the British. The share 
in United Kingdom exports of the unfavourably placed groups of textiles 
and clothing and drink and tobacco is 17 per cent, more than double the 
corresponding figure in each of the other two countries. 

Although structural change in British industry has proceeded far, it 1s 
doubtful if it has proceeded far enough and fast enough. We have suffered 
since the war from an almost chronic shortage of steel and from exceedingly 
long delivery dates for most important capital goods. We just could not 
meet simultaneously home demand and export demand for these goods. 
It is only since the boom of 1955 that the industries making and using 
metals and the chemical industry appear to have entered a new phase of 
expansion—which, in the engineering industries, has already suffered a 
setback. Structural adaptation is always costly in terms of investment, and 
the building up of a contemporary industrial structure, with emphasis on 
steel and chemicals, is especially costly. We must look carefully in coming 
months to see how far the Government’s measures affecting capital invest- 
ment permit this process of structural adaptation to proceed fast enough. 


* 1. Svennilson, Growth and Stagnation in the European Economy, UN Economic Com- 
mission for Europe, Geneva, 1954. 
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Spotlight on the Old Lady 


WO subjects seem to have monopolized conversation in the City 
in this past month—the British Petroleum Company’s £41 million 
debenture issue, with its fantastic £675 millions subscription, and 
the Parker Tribunal on the alleged Bank rate “leak”. The 
sittings of the Tribunal provided City men with a serialized “‘ detective 
story ”’ which can only be described by two words used and perhaps abused 
in the course of the hearings, “‘ unprecedented” and “ unique’’. The 
story made reading which was fascinating for the light it threw not only 
on the incidents, or alleged incidents, which gave rise to the appointment 
of the Tribunal but on the repercussions on individual institutions of the 
exchange crisis of last September, on the workings of part of the City 
‘* mechanism ”’ and on the characters of some well-known City personalities. 

The Tribunal has not, as I write this, issued its findings and I am not 
going to discuss the matters with which it was immediately concerned. 
But it is quite clear that the hearings have opened up issues much wider 
than those which were in the minds of those responsible for the launching 
of these proceedings. Mr Harold Wilson and his colleagues drew a bow 
at a venture. They may not hive scored direct hits on the targets they 
had in view, but their bolts have certainly started a quarry of great interest 
and importance. 

Some of these “ wider issues ”’ [ deem it not too early to ventilate. They 
refer, of course, to the potential conflict of interests and loyalties to which 
directors of the Bank of England may be exposed so long as the present 
system of administering the Bank and selecting its directors continues. 

At present about a quarter of the Bank directors are executive directors 
—** whole-timers ’—who have graduated from officialdom to the Court, 
while the remainder are part-timers selected from what Gilbart called the 
“mercantile classes of London’”’, though the term has now a wider con- 
notation than it had in his day and includes not only merchants but indus- 
trialists, trade union leaders and others of wide experience of affairs. 
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These ‘‘ ordinary directors ’’ of the Bank have always been chosen for 
the experience and knowledge and up-to-date information which they can 
contribute. It has been a large part of their value to the Bank that they 
continued to spend most of their time in their existing occupations and— 
to descend to the sordid matter of £ s d—many of them would not other- 
wise have been able to serve on the Court, since the remuneration which 
they draw from the Bank for their services is still restricted to precisely 
£500 a year, free of cost-of-living bonus or any other form of compensation 
for the decline in the value of the currency of which the Bank is the 
principal issuer. 


As Bagehot Saw It 


It is obvious that, given this system, there must always have been occa- 
sions when directors were pulled in contrary directions by their personal 
interests or those of their firms, and the privileged information they gained 
from their association with the Bank. Conflict of loyalty and interest 
must always have existed in greater or less degree. Indeed, Bagehot 
makes references to it. He says that the reason why London “ bankers ”’ 
(i.e. directors or partners of ordinary deposit banks) were excluded from 
the Court of the Bank was that such bankers were competitors of the Bank 
and would hurt it if they could, and that there was an “ old notion that 
the secrets of the Bank would be divulged if they were imparted to bankers ”’. 
Bagehot, who opposed the exclusion, protested that ‘‘ bankers are better 
trained to silence and secrecy than most people’ and went on to tell of 
the recent failure of a firm of which one partner was a director of the London 
and Westminster Bank and another a director of the Bank of England. 
‘“Who’’, he asked, ‘‘can define or class the confidential communications of 
such persons under such circumstances?’’ Again he points out that 
Rothschilds (who were represented on the Bank Court) had, or might 
have, “ at certain periods an interest opposite to the policy of the Bank ”’, 
that as exchange dealers they might wish to “‘ export gold just when the 
Bank of England is raising its rate of interest to prevent anyone from 
exporting gold ’’—a situation uncommonly like that in which certain houses 
were said to find themselves last September. 

Bagehot’s judgment on this whole question was that despite these conflicts 
‘you must not on this account seal up the Bank hermetically against living 
information; you must make a fair body of directors upon the whole and 
trust that the bias of some individual interests will disappear and be lost 
in the whole ”’. 

But it may be said, all this has very little relevance to present-day affairs. 
[In 1870 when Bagehot was writing ‘“‘ Lombard Street ’’, the Bank was a 
private institution which was only just beginning to acknowledge that it 
had any duty to the public. Now it is State-owned and its directors are 
appointed by the Sovereign on the advice of the Prime Minister. In those 
circumstances is it right to run the risk that directors of the Bank may be 
in the position of being able to derive private benefit from knowledge 
obtained in the course of association with what is virtually a government 
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department ? And again, in these days, when the flow of economic infor- 
mation in the form of officially or privately compiled statistics, press reports 
from all over the world, and so on, is so voluminous and systematic, is it 
necessary to have as directors men who, in former times, had something of 
a monopoly of much of this information? Is the specialist knowledge of 
the merchant bankers, for example, as important for the governance of the 
Bank as it once was ? 


The Seven per cent Decisions 


Such questions will be asked and are being asked. Before one attempts 
to answer them it is necessary, I think, to refer to two other aspects of this 
whole episode. In the first place it would seem that not only was the 
action taken by the “‘ authorities’? on September 19 unprecedented (again 
that word!) but that it was under discussion for a quite unusual length 
of time. It is clear from evidence given before the Tribunal that the 
question of raising the Bank rate was being discussed for at least three 
weeks before the decisive day. We can only surmise the reasons for this 
unusual delay. 

It would be extremely interesting to know, but possibly we never shall 
know, in whose brain the idea of the 2 per cent increase in the Bank rate 
was first conceived. Was that brain in Whitehall or Threadneedle Street ? 
Whichever it was, it is obvious that for quite a time Whitehall and Thread- 
needle Street were not seeing eye to eye. ‘Threadneedle Street quite clearly 
wanted a guid pro quo for the Bank rate raise in a firm undertaking that 
the ‘‘ public sector ”’ of the economy, which is not directly amenable to the 
Bank rate, would be subjected to an equivalent discipline, through direct 
control of its spending programmes. One can well argue that the real 
responsibility for the delay in coming to a decision on the Bank rate should 
rest on the Government’s incompetence and spinelessness in handling the 
country’s monetary policy over the previous three years. However that 
may be, the unquestionable fact is that the directors of the Bank in the 
know about the Bank rate were put “in baulk ”’ (to borrow the convenient 
metaphor used by a witness before the Tribunal) for a quite exceptionally 
long period. 

The second point is this—that the number of directors “‘ in the know ” 
about the Bank rate seems to have been unusually large. We here touch 
upon one of the central features of the administration of the Bank. From 
the early days after its foundation the Governor and Deputy Governor 
have had the assistance, in running the affairs of the Bank, of a small 
standing committee of directors known as the Committee of Treasury. 
In Bagehot’s day the Committee of Treasury consisted of the Governor, 
Deputy Governor and the “ elder members ”’ of the Court, i.e. those who 
had passed the chair plus the director designated to be the next Deputy 
Governor. Bagehot said that the powers of the Committee were “ indefinite ” 
—they “‘ never had been precisely described ”’ and he doubted whether they 
could be. When Montagu Norman joined the Committee of ‘Treasury in 
1916 it was still thus constituted. He was contemptuous of its utility— 
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it was ‘‘ content to receive no information and give no advice ’’—and in 
1918 it was reconstituted. From then on its members, other than the 
Governor and the Deputy Governor, have been selected by secret ballot of 
the whole Court. Until nationalization of the Bank the elected members 
were seven in number, but now it appears they are only five. 

Normally decisions about the Bank rate are taken by the Committee of 
Treasury at its weekly meeting on Wednesday and are presented to the full 
Court for confirmation on Thursday. At one period in the ‘twenties and 
early ’thirties, the endorsement of the Committee’s decisions by the Court 
was so much taken for granted that the City editors of certain newspapers 
who had the entrée to the Bank Parlour, were given such broad hints of an 
impending change in the Bank rate that they were able to apprise the public 
of it in their Thursday morning editions. After a time, however, the 
ordinary directors protested at reading in their morning papers of the 
decision which they were expected to rubber-stamp at midday, and it was 
then laid down as a rule that Wednesday was a dies non for visits by 
journalists to the Bank Parlour. 

This episode in the Press relations of the Bank points a contrast between 
then and now. Then proposals to change the Bank rate were kept as a 
secret within the Committee of ‘Treasury and were revealed to the ‘‘ common 
herd” of directors only for the purpose of securing their necessary formal 
assent. But now—on this recent occasion in September, 1957—directors 
not on the Committee were informed by letter at least a fortnight before 
the fateful day that a rise in Bank rate was under consideration. One 
understands very well that this was done from the best of motives—that it 
was thought that, because the step contemplated was s>) unusual, and 
possibly so controversial, members of the Court must know of it betimes, so 
that they could cast a considered vote when they were asked to approve it. 

Nevertheless it is quite clear, as a principle, that the more people know 
a secret and the longer they know it, the greater must be the danger that 
the secret may “ leak ’”’ and the greater must be the embarrassment of those 
for whom the possession of the secret involves a conflict of duties or between 
duty and personal interest. 

[ say this without the slightest thought of reflecting on the conduct of 
any of those who appeared before the Tribunal but in order to make the 
point that before hasty decisions are taken on the reconstitution of the 
Bank Court or the exclusion of particular classes of men from it, the special 
circumstances surrounding the recent incidents ought to be carefully taken 
into account. 

Personally, I should be very doubtful of the wisdom of confining the 
directorate of the Bank to “ technicians ’’, to officials who had grown up 
in its service, ex-Civil Servants and “backroom boys”. Nationalized 
though it is, I do not want to see the Bank converted into a mere “ public 
department’. TI share Bagehot’s prejudice against sealing up the Bank 
hermetically against living information, and I italicize the word “ living ” 
to emphasize my belief that in the administration of an institution like the 
Bank of England with its country-wide and world-wide interests and 
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responsibilities, there is, despite the flood of statistics, no substitute even 
now for contact with the minds of the people actually engaged in the opera- 
tions of finance, commerce and industry. It may be said that this living 
information can be procured without appointing those who can provide it 
directors of the Bank. It may be so, but I rather doubt it. It may be said, 
too, that there are certain classes of people, for the purposes of the argument 
let us say merchant bankers, who are specially vulnerable to the conflicts 
of interest and loyalty in question and that it is better, therefore, not to employ 
them as directors of the Bank. Again it may be so, though it must be 
pointed out that there is really no class of business men, not even trade 
unionists, who might not in given circumstances find themselves “ embar- 
rassed ”’ by information they had gained as directors of the Bank. 
Therefore I conclude that a major lesson to be drawn from the Bank 
rate leak inquiry is that when the monetary authorities, east and west of 
Temple Bar, have important measures, calculated to cause disturbance to 
the City markets, in mind, they should be at pains not to let the discussions 
drag on for weeks on end but to arrive at quick decisions. And secondly, 
I think that so far as the Bank is concerned it would be better to take a 
step back in time and ensure that dangerous secrets are preserved to the 
last possible moment within the narrow confines of the Committee of 
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Britain Becomes More 
Industrialized 


By J. E. HARTSHORN 


N the middle of 1956, when civil employment in Britain was at the 

highest level it has ever reached in peacetime, there were over 23 

million more people in jobs than in mid-1939—and nearly 14 million 

of their extra jobs were in manufacturing. As nearly as one can judge 
from a broken series of employment statistics which has to be fitted together 
rather crudely, the manufacturing labour force had risen about 21 per cent 
since before the war, while the total number of people in civil employment 
was up by rather less than 15 per cent. Post-war expansion in the British 
economy, on the face of it, has been associated with a growing concentration 
of the extra manpower available into manufacturing industry. 

It has been only during pauses in that expansion—in 1952, and particu- 
larly during the period of credit restraint since 1955—-that this trend has 
been checked or reversed. During the first twelve months of this latest 
period, to mid-1956, civil employment in Britain went on rising, though 
more slowly than in the boom: but manufacturing employment passed its 
peak. During the next twelve months, to the middle of last year, the total 
of people in civil jobs declined by 130,000 (which is little more than half 
of one per cent): of this number, 125,000 represented a reduction in the 
manufacturing labour force. It should perhaps be added that last summer, 
when industrial output once again began to rise slightly, manufacturing 
employment did too. 

It is not quite so easy to see from ‘Table I (because of re-allocation when 
the statistics were revised in 1948) where the other million or so extra 
people added to the civil labour force since before the war have found jobs. 
But the fact behind these figures, unfortunately, is that the majority of them 
are working for the Government In mid-1948 there were some 835,000, 
or 60 per cent, more people employed in national and local administration 
in Great Britain than in mid-1939 (with a considerably extended field of 
welfare, admittedly, to till): and since then the decline (in the numbers 
still shown under this heading) appears to have been only about 90,000. 
Numbers in the defence services, which can be compared without any 
adjustment with pre-war years, are about 225,000 larger than in mid-1939, 
nearly half as big again. 
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This administrative growth has not left many extra recruits for other 
non-manufacturing sectors of the economy. The numbers in agriculture 
have not altered much since before the war; and there has been a slow 
erosion of the mining and quarrying labour force. However, building and 
contracting is employing 125,000 more men than it was in mid-1939; and 
the rise of about 75,000 in employment in gas, electricity, and water is 
proportionately the largest for any industrial or commercial grouping. 
Employment in transport and communications has risen by 200,000 (quite 
apart from the probable increase in transport staffs employed in industry 
and commerce). 

What the figures in this comparison do not show, perhaps surprisingly, 
is any very considerable increase in employment since before the war, in 
distribution and the service trades, those “tertiary industries” (if this 
phrase is still respectable) towards which most long-period studies of indus- 


TABLE I 
TRENDS IN EMPLOYMENT IN GREAT BRITAIN, 1939-57 
(000 people, June each year) 


1948 1948 
1939 Old New 1955 1956 1957 

Basis Basis 
Total working population .. 19,750 20,274 22,780 23,912 24,107 23,962 
Defence services - ‘ 4 480 938 938 809 767 708 
Unemployed ‘5 ee - 1,270 272 282 192 230 250 
Total in civil employmen .. 18,000 19,064 21,569 22,933 23,149 23,019 
Agriculture, forestry, fishing i 950 1,123 1,178 1,066 1,032 1,027 
Mining and quarrying id 873 839 876 862 858 865 
Manufacturing - - re 6,815 7,250 8,137 9,206 9 269 9,137 
Building and contracting .. os 1,310 1,375 1,450 1,486 1,541 1,509 


9948 10,587 11,641 12,620 12,700 12,538 

as %, of working population 50.4 Sa.8 51.1 52.8 52.7 52.4 
Gas, electricity and water .. sy 242 275 321 378 376 377 
Transport and communications _.. 1,233 1,472 1,787 1,713 1,730 1,725 
Distributive trades .. ae in 2,887 2,354 2,484 2,811 2,870 2,891 
Professional, financial and _ other 

services... re 5 st 

Public administration r val 


Total ‘‘ goods’ industries 


2,305 2,248 3,954 4,122 4,173 4,197 
1,385 2,219 1,382 1,289 1,300 1,291 


trial distribution suggest that labour tends to gravitate as industrial economies 
‘mature. These Ministry of Labour figures, at any rate, suggest that the 
apparent growth of “ professional, financial and miscellaneous services ”’ in 
Britain from 2,303,000 people in 1939 to 4,197,000 in 1957 may be quite 
largely a matter of definition. In 1948 the numbers working in these 
services were about 150,000 fewer than just before the war, and since 1948 
they have added no more than 250,000, or 100,000 net over the eighteen 
years. And the distributive trades, between 1948 and 1957, still do not 
appear to have gained nearly as much labour as they lost between 1939 
and 1948. ‘Together, these distributive, financial and professional services 
look to employ very slightly fewer people than before the war. More of 
them, certainly, are now called “ professional ’’: but these seem to be the 


same faces under new diplomas. 
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These short-period trends, at least, appear to provide a somewhat inter- 
esting contrast with the rapid growth of employment in commerce and 
services relative to physical production in the United States. This trend 
was recorded by Mr Edwin Dale in his article, ‘“ America’s Drift from the 
Factory’, in The Banker for June, 1957. Mr Dale there noted that “ the 
number of people producing things in the United States is now fewer than 
those doing everything else ’’, because the new jobs created in recent years 
had been almost entirely outside the physically productive industries. 


The Contrast with America 


Mr Dale did not directly quote all the figures he was relying on. But 
one table that he did include showed for 1956 a total of 30.7 million people 
in ‘‘ transport and public utilities, trade, finance, service, and government ”’ 
out of 67.5 millions in the “‘ total civilian labour force ’’; and he mentioned 
also ‘‘ manufacturing sales and office personnel ”’, who probably represent 
about another 3-34 million American workers. This would account for 
just over half the “ civilian labour force ”’. 

Not having this figuring fully exposed, one might be inclined to quibble. 
Should all “ public utilities”” be included in Mr Dale’s “ non-goods ”’ 
sector? Are electricity and gas “ services ”’ while the coal or oil from which 
they may be made remain “ goods”-? In international classifications, 
these secondary energy industries are more often ranked with the “ physically 
productive ’’ industries. And does not his abstraction of white-collar 
workers from manufacturing (though not from agriculture, mining, or 
building, his other “ goods ”’ sectors) tend to mix up occupational with 
industrial classifications of people’s livelihood ? 

If Mr Dale’s thesis relied solely upon “‘ including out ” these white-collar 
workers, one could certainly question his description of this manpower 
distribution as ‘‘ something that has probably never happened before in 
history, except in quite unusual situations such as that of medieval Venice ”’. 
Table II shows the industrial distribution of people in Britain at the popula- 
tion censuses of 1911, 1921, 1931 (that year shown in two ways, including 
people unemployed and excluding them) and 1951. Over the years, the 
classifications vary considerably; but those for what Mr Dale would call 
the ‘* goods industries ’’ seem fairly comparable. In 1931, it will be seen, 
the depression had cut total employment in these physically productive 
industries to less than half the British employed population. 

Moreover, if following Mr Dale’s procedure one makes rough allowances 
for the white-collar personnel in British manufacturing at each census 
‘using proportions based on Census of Production data) and counts these 
as non-goods personnel, the percentage of the “ all industries ” population 
employed in “ goods industries’ comes below 50 for each census year 
since 1921. The “ all-industries ’’ census total admittedly includes defence. 
But even excluding it, Britain has probably had more people working out- 
side agriculture and fishing, mining, construction and the manual work of 
manufacturing than in them ever since the First World War. Nor is this 
necessarily exceptional. United Nations figures show several advanced 
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countries in the world, such as New Zealand, Australia and the Netherlands, 
where only just over half the working population are in “ goods”’ industries 
as ordinarily measured, and transfer of their white-collar torce out of manu- 
facturing might well swing the balance for these countries too. 

However, the real strength of Mr Dale’s analysis lies in the fact that no 
such adjustment of the American figures seems in fact to be necessary. At 
the 1950 census, only about 49 per cent of the working population were 
shown as employed in agriculture, mining, construction, manufacturing, and 
gas, electricity and water: 51 per cent were in other jobs. Moreover, the 
trend does certainly appear to be, for the present, towards further shrinkage 
in America’s “‘ goods”’ force. Until very recently, this shrinkage in the 
labour force engaged on “ physical production ”’ seems to have been asso- 
ciated with the continued shift of labour from American land to American 
cities, and with decline in US coalmining. Until the last few years, 
employment in manufacturing itself was still growing, and even a little 
faster than the total US labour force: as a proportion it reached about 30 per 
cent of the whole in 1950. But during the last four or five years, as Mr 
Dale has shown, first the proportion and then the absolute number employed 
in manufacturing has begun to fall. To-day, manufacturing employment 
in the United States represents only about a quarter of the total civilian 


labour force. 


Which is More Industrialized ? 


Manufacture seems never, in fact, to have taken quite 30 per cent of the 
American labour force; for more than a century it has taken about 35-40 
per cent of Britain’s. The greatest industrial nation in the world, that is 
to say, is by no means the world’s most industrialized nation: it can afford 
not to be. ‘The reason why the two countries do not differ very radically 
in the proportions they devote to physical production as a whole is that 
Britain now employs only about 5-6 per cent of its labour force in agri- 
culture, whereas America still employs there 10 per cent or more. This 
country, like some others in Europe, is accustomed to employ about 74-10 
per cent of its labour force in factori¢s to manufacture goods to be exchanged 
for food and raw materials from overseas. Broadly, the distribution of 
labour between major sectors of an economy (primary production, manu- 
facturing and the service trades) probably talls in similar ranges for 
countries at roughly the same level of industrialization. But within these 
ranges the actual numbers that different countries employ in agriculture and 
mining, or in manufacturing goods to exchange for the products of those 
industries, will be to some extent a reflection of geography, climate, and 
geology. ‘The apparent growth since before the war in the proportion of 
Britain’s labour force employed in manufacturing may, in that sense, reflect 
the decline in real terms of the country’s income from overseas investments, 
and the need to pay for more of its imported food and materials with goods, 
rather than with dividends and interest. 

The very high absolute level of labour productivity in American industry 
has already allowed Americans to take out some of the benefits from its 
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continued rise in the form of more leisure than Europeans enjoy. It may 
allow them to take out some more in the transfer of workers from direct 
industrial production into services (which are consumed largely during that 
extra spare time). Britain’s level of labour productivity is much lower, to 
start with. We have been able to achieve significant improvements in pro- 
ductivity in the manufacturing industries, and in some of these in particular. 
But this has not allowed any extension of leisure, or any shift of labour 
out of manufacturing. On the contrary, Britain’s straitened economic 
circumstances have made it necessary to “ accentuate the positive ”’ (though 
even this, Dr Barna would probably point out from his figures in the article 
on page 12, we may not have done selectively enough). 

Demographic circumstances in the two countries, moreover, are in 
contrast. It is above all the growth of American population since the 
war that has allowed an increase of 25 per cent in the country’s total civilian 
labour force since 1937, or indeed since 1945, when the civil labour force 


TABLE II 
INDUSTRIAL ANALYSIS OF OCCUPIED POPULATION AT CENSUSES, 


GREAT BRITAIN, 1911-31 AND 1931-51 
| People Actually 








All People Classified Employed 
; 1911 1921 1931 1931 1951 

All industries bi 6 oe .. 18,351 19,369 21,074 18,908 22,135 
Agriculture and fishing .. ‘ ‘ss 1,493 1,373 1,259 1,196 1,126 
Mining and quarrying .. 1 - 1,308* 1,465* 1,354* 1,077 841 
Manufacturing... 7 - - 6,147 6,723 7,006 6,076 8,346 
Building and contracting - v 950 826 1,149 999 1,388 
Total of above .. < by 7 9,898 10,387 10,768 9,348 11,701 
% Of “ all industries ”’ os + 53.9 53.5 51.1 49.4 aa .9 
Gas, electricity and water ‘a es 117 180 246 226 358 
‘Transport and communication .. - 1,260 1,359 1,443 1,531 1,705 
Distributive trades am - - —- -— —- 2,729 2,673 
Insurance, banking, finance a - —- — — 322 436 
Public administration and defence - 1,007 1,479 1,629 1,032 1,705 
Professional services si aij iv —- —— —- 975 1,523 
Miscellaneous services .. ba “ 2,678* 2,225*  2,629* 2,746 2,044 


* Significantly different coverage from figures in last two columns 


there was at about the same level. In Britain, an increase of some 15 per 
cent in civil employment has been achieved only by drawing a considerably 
higher proportion of the population of working age into gainful employment 
than the United States employs. In 1956, the peak level of peacetime, the 
total working population in Britain was about as large as at the end of the 
war in 1945 (though well short of the degree of mobilization in mid-1943). 
The wartime mobilization had drawn a large number of women into jobs 
for the first time: during the post-war shortage of labour, many of them 
have taken jobs again. 

In Britain, as in the United States, wage rates in manufacturing have 
risen more than in other sectors of the economy, and earnings even more so. 
But here, in contrast to the American trend that Mr Dale now discerns, most 
manufacturing industries, most of the time, have been crying out for labour: 
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so one would expect the price of this scarce commodity to rise. In certain 

grades of clerical work in Britain, moreover, and in the service trades 
generally, earnings are now below those of the worker on the factory floor, 
though not to anything approaching the extent that they are in the United 
States. In 1956 an average grade male clerk, working, say, 374-40 hours 
a week, earned about 30s less a week than the average manual worker would 
in, say, 46 hours; but women clerks could still earn a pound a week more 
than women factory workers. Moreover, certain white-collar grades, such 
as typists, have been able to bid up their own rates considerably: Britain’s 
labour shortage has been universal, and scarce skills are not wholly confined 
to the workshop. 

Is the continued drift from the factory in America which Mr Dale expects 
compatible with a continued hardening of factory wages ? One must allow 
for trade union power and possibly for a tendency in some areas of manage- 
ment in the “ goods” industries to prefer to share the rewards of high 
productivity, derived from high investment, with their employees rather 
than their consumers. But the state of total demand, and the possibility of 
lively competition in price as well as in quality, may have its effects on this; 
the position of Mr Dale’s “ blue-collared elite’? does not sound quite 
invulnerable. In Britain the worker in manufacturing has not done rela- 
tively as well as his transatlantic counterpart. But unless and until manu- 
facturing productivity in Britain can break through some similar sound 
barrier of abundance, demand for labour here is likely to remain strong and 
the factory workers’ advantage in earnings looks comparatively firm. 

Looking at output and employment in the two countries, indeed, one 
constantly comes up against this difference in absolute levels—certainly of 
manufacturing productivity and perhaps also of “‘ goods consumption ”’. 
Total employment in American manufacturing (including white with blue 
collars, that is) had by 1956 risen by 25 per cent since the war: the 
physical volume of factory output, Mr Dale says, had rather more than 
doubled. Output per manufacturing employee (of all kinds) has thus 
grown since the war by about a quarter. In Britain, between 1948 and 
1956, the physical volume of manufacturing output has risen, according to 
the official index of industrial production, by about 40 per cent, while 
manufacturing employment has grown only about 14 per cent. This 
suggests a post-war growth of physical productivity in manufacturing of 
much the same order in both countries. ‘The ratio, that is to say, remains 
unchanged; so the absolute level of productivity in the United States is 
even farther above the British. Over and above the level and growth of 
productivity, there seems to have come a point in the United States stan- 
dard of living where more and more of the marginal disposable income will 
tend to be spent on services rather than yet more goods. ‘That could even 
have its problems for economic growth. But Britain is far beneath it. 
There are many reasons why Britain may continue to need more of its 
people producing goods than the United States. But one of the funda- 
mentals is that the ones who do, still produce only about two- fifths as many 


’ 


goods each as every member of America’s dwindling * blue-collared elite ”’. 
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Light on the Dark Horse 


By JOHN E. WADSWORTH 


T is not easy to find a way of approaching the history of a large bank 

that is both fresh and satisfactory: financial history is a field that has 

been well ploughed in recent years, while institutional studies have 

their limitations. In his new book presenting the official history of 
Lloyds Bank,* Professor Sayers has met the need by bringing into asso- 
ciation the history of banking in England and a large constituent of it. 
He has avoided the usual chronological or regional sequence of chapters 
by selecting particular subjects for examination, some of them—staff, 
organization, employment of bank funds and relations with the Bank of 
England and other banks—all too rarely discussed in bank histories. By 
this means new light is thrown on economic history generally as well as on 
the Dark Horse. 

In the main the story is derived from the records of Lloyds Bank and 
nearly one hundred and fifty banks that came to form part of the Lloyds 
organization. As is found so often, the records proved to be uneven in 
quality, and leaving large gaps. It is particularly unfortunate that the 
archives of the old Lombard Street banks were virtually all destroyed as a 
result of salvage campaigns and the bombs of the second world war. But 
this history gives clear evidence of the great value of the material that has 
been preserved, in making possible a picture of bank development, particu- 
larly in provincial England during the nineteenth century. ‘The story is 
brought to an end shortly after the close of the first world war—it could 
hardly come closer without involving officials still living—but by then 
Lloyds Bank had long enjoyed its high position in English banking. Only 
an occasional comment discloses the author’s insight into the great changes 
that have occurred since then—references that whet the reader’s appetite 
for his further observations on them. 

England’s great banks nowadays have a good deal in common, but they 
were different in origin and reached leading positions along separate paths. 
Two of them began in Birmingham, but otherwise they represented quite 


* Lloyds Bank in the History of English Banking, by R. S. Sayers: Clarendon Press, Oxford 
University Press, 1957, 35s. As a bankers’ sign, the Black Horse goes back for three cen- 
turies to the days of goldsmith bankers in Lombard Street, forerunners of Barnett Hoare 
and Company, who on amalgamation with Lloyds in 1864 brought the sign with them. 
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distinct kinds of development. The one was a joint stock bank of the 
mid-nineteenth century, deriving its strength mainly from amalgamations 
with other relatively new joint stock banks; the other, Lloyds Bank, was a 
private bank, established in 1765, and not adopting company form until 
a hundred years later, with private banks pre-eminent in its development. 
Of its constituent banks, 122 were private firms established before the 
legislation of 1826 permitted joint stock banks to be formed in provincial 
England; and of over 1,700 branches to-day, more than 1,500 are to be 
found south of the Mersey-Trent-Humber line. ‘The family name, some- 
times in association with names of other partners or banks, has been retained 
throughout. Thomas Joplin of Newcastle-on-Tyne, the reformer who did 
so much to bring about the change in law that enabled English banks to 
adopt joint stock form, has no place in the pages of this history. 


Founders and Managers 


Lloyds Bank arose from the iron trade in Birmingham, beginning banking 
under the title of Taylors and Lloyds. John Taylor was a successful 
manufacturer of snuff boxes and similar goods, and a Unitarian, but it was 
a partner, Sampson Lloyd II, who was the “ father of Lloyds Bank”. He 
was a Quaker, and the Quaker connection helped to form the new bank. 
In 1770, five years after establishment in Birmingham, the two younger 
partners opened a bank in Lombard Street in London. 

From the beginning, the Lloyd family has been prominent in the bank, 
leading it in the great expansion of its activities from the middle of last 
century, as partners, chairmen and executives. It was Howard Lloyd, as 
general manager of Lloyds from 1871 to 1902, who dominated its growth. 
He was a practical banker who, although entering with all the privileges 
belonging to the family of founders, was required to obtain direct experience 
of office duties. ‘Throughout his business life he counted it a great advan- 
tage, in his own expressive words, ‘‘ to have had actual practice in almost 
every detail of a bank clerk’s work and life, from addressing letters and 
counting and marking bank notes, up to the careful toil of the ledger keeper 
and the responsible work of a cashier at the counter’’. In later years he 
was largely occupied upon negotiations for amalgamation with other banks, 
and, incidentally, came to be an early exponent of the managerial revolution 
in his bank. A few years before his retirement, when absent unwell, he 
wrote to the manager: “I don’t know what mischief the Directors are 
doing to-day as I am not with them ”’. 

During the nineteenth century leading bankers came to be of the new 
style that “rose from the apprentices’ stool”’, though often moving to 
another bank to do so. ‘The days were passing when the private banker’s 
clerk, notwithstanding a lifetime of faithful service, had no prospect of 
partnership, unless—as sometimes happened—he married a _partner’s 
daughter. In the eighteenth century, apprentices in private banks served 
four or five years at £10 or £20 a year; a clerk might earn £40 a year in 
the country and £60 a year in London, rising to £150 or £200. Salaries 
were augmented by payments for overtime and, often quite considerably, 
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by Christmas boxes. By 1884 Lloyds had five grades for clerks in London, 
with salaries ranging from £60 to £325 and over. Service in one bank was 
becoming a career for the entire business life of an entrant. 

Branch managers often followed ancillary employments, but the diffi- 
culties to which this gave rise led to the practice being forbidden, though 
not before two privileged sidelines had become established—conducting 
insurance agencies and running a farm. ‘They are the only extra-bank 
activities permitted to managers to-day. 

In the early stages, managers were personally responsible for bad debts 
that resulted from advances in excess of limits authorized by the directors. 
All officials—from clerks to general managers—had to deposit securities or 
guarantees of friends in respect of their banking service. Nowadays the 
liability has been lifted from the shoulders of managers and the fidelity 
safeguard is no longer required. ‘The first record of lady staff was in an 
absorbed bank in 1887, but Lloyds Bank did not employ any women until 
the first world war. By 1918 women employees constituted 29 per cent 
of the total staff of the bank. | 


Control over Lending 


In lending policy, there was “little to distinguish the bankers of 100 
or 150 years ago from their successors in the mid-twentieth century”’. It 
is surprising also to learn that the bank manager of previous generations 
was Closely controlled by his head office. Then as now bank advances 
were expected to be provided for self-liquidating trading transactions, 
though a good customer would be afforded accommodation for fixed capital 
purposes on a temporary basis, or even for fairly long periods if he could 
be relied upon for regular annual repayments. In some respects the 
screening of borrowing was stricter then than in more recent times. Specu- 
lation in stocks and shares was frowned upon, even a proposed purchase of 
Bank of England stock with borrowed money being refused support; and 
non-business influences were brought to bear, as in the dislike of being 
associated with the gun trade when it was busy on contracts for foreign govern- 
ments and manufacture of “the means of slaughter ”’ 

Except in London, it was not usual for business to be turned away because 
it was too small, and as far back as 1868 Sampson Lloyd, surveying the 
prospects for his bank, then still confined mainly to the Midlands, believed 
that the growth of business would have to be largely at the expense of com- 
petitor banks. In fact, growth took place mainly through amalgamations 
and the expansion of branch systems. ‘The variety of customers increased, 
and their number multiplied over and over again, from less than 5,000 
accounts in the ’sixties to over 100,000 by the end of the century and more 
than a million by 1920. 

In some banks, close control from head office over lending activities at 
branches emerged at an early date, developing as the technique of manage- 
ment improved at the centre. In a west country joint stock bank, the 
managing director was appointed in 1837 to examine individual accounts, 
and report on them to a weekly committee of directors. ‘Ten years later 
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it was noted that “‘ the managers of branches who are willing to follow and 
carry out instructions given them are most successful’’. In other banks, 
inspectors were appointed from the eighteen-thirties onwards, with the 
principal duty of ensuring that instructions on discounts and loans were 
strictly observed. Rather wider discretion was permitted in discounting 
bills than in other forms of lending, though managers’ limits as low as £100 
are recorded. ‘The conclusion reached 1s that: ‘‘ The discretion of a branch 
manager in lending appears in general to have been so limited that there 
is little justification for the modern view that the nineteenth century English 
customer could negotiate his borrowing on the spot ’’. However, as banks 
were largely local institutions until the second half of the nineteenth century, 
many banks in provincial towns would be head offices, and borrowers could 
quickly meet the general manager or responsible directors. It should be 
added that the development of swift and reliable transport greatly assisted 
branch banking and, incidentally, helped to speed decisions at the centre as 
concentration of control became general. 

Local banks were often embarrassed in the last century by the periodic 
financial crises of the times: they then looked to London for aid, while 
themselves soliciting and publishing declarations of confidence in the bank 
from local worthies and exercising caution in lending. When in the crisis 
of 1847 a bank requested a customer, a Member of Parliament, to repay 
his advance the reason given had a modern ring about it. He was asked 
to do so as it might possibly “‘ give your bankers an opportunity of rendering 
aid to some trader, with whom the Loan may afford a wider field of use- 
fulness in keeping hands at work at factories’’. The pressure from the 
country was soon felt in London, as provincial banks called upon the London 
banks acting as their agents, drawing on balances for cash, rediscounting 
bills, arranging advances and selling investments. 


Employment of Funds 


The réle of London as the repository for country bank reserves was 
important, but the London agent served the country bank in several other 
ways, particularly in bill business and in the investment of spare balances. 
There have been many accounts of how the London bill market provided 
a means whereby bank resources could move from areas of surplus balances 
to those where funds were needed, but in this history another side of the 
development is stressed. After the early years of last century, bill brokers 
became dealers, and country banks lent to the money market in addition to 
buying bills through it, something after the manner in which the banks use 
discount houses to-day, though a century or more ago the bills would be 
all trade paper. It is strange to read that the Lombard Street bankers 
placed country bank money very largely with a single house, Overend 
Gurney and Company, until disaster overtook that firm in 1866. Curiously, 
suspicions of the state of the firm had led some distant banks to withdraw 
balances from it in time, but in the City a misplaced confidence was retained 
right to the end. ‘Towards the close of the century Lloyds Bank was 
arranging money market business so that sums fell due for repayment on 
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each day of the week and, with the great volume of its short loans, the 
bank spread its business over all the firms in the market. 

Professor Sayers points out that liquidity ratios were not followed by 
banks in the nineteenth century, though he does not explore the effects of 
individual bank note issues on cash reserves, no doubt because such note 
issues declined after 1844. ‘The prevalent practice was to maintain sufh- 
cient cash in the tills or readily available to serve the daily requirements at 
the counters. A second recognized obligation was to meet the needs of 
customers for business or personal advances. What was left constituted a 
residue that could be invested, on short or long term. As cash and money 
at call were often given as a single item in balance sheets, it is not possible 
to determine the cash basis of bank activity, and the combined item as a 
percentage of liabilities for deposits and notes results in a “ bewildering 
variety of figures”’. As late as the ’seventies the range was from under 
5 per cent to over 30: and the private banks that survived were not notice- 
ably less liquid than their joint stock rivals. 

In early days the banks attracted deposits by the offer of interest allow- 
ances, branch managers being permitted considerable discretion in fixing 
terms, but it was not long before local agreement on rates for deposits 
developed. During the first world war the great banks “ on official insti- 
gation ’’ agreed to observe maximum rates for deposits in town and country. 
In due time the wisdom of co-operation was recognized also in avoiding 
duplication of branches and 1n hours of business. ‘To ensure that revenues 
were maintained, outlets for country bank funds were found not only in the 
bill market but also in short loans to stockbrokers, sometimes for substantial 
sums, in deposits with other banks, mainly in the country, and in invest- 
ments in securities. Bankers of the past did not see in Government securities 
the only proper home for bank investments. 

Private banks held East India bonds, canal shares and, quite extensively, 
foreign bonds. At first the joint stock banks went “ straight for Consols ”’, 
but not exclusively nor lastingly. A third of the total portfolio of invest- 
ments of a south coast bank consisted of Brazilian, Danish and Russian 
bonds. Over a century ago Lloyds Bank itself held American bonds, with 
Prussian, Russian and French stocks. Later, home railway securities were 
held by Lloyds, as by other banks. In the closing years of the century a 
West Midlands joint stock bank held two-thirds of its investment total in 
railway stock, colonial government and municipal bonds. 


Less Fun from Investment 


As the number of British Government securities was then small, with 
maturity dates few and wide apart, Consols were bound to account for a 
large proportion of investments in gilt-edged securities. The result was 
unfortunate, for “‘ the shortcomings of Consols as bank investments became 
all too plain at the end of the century, and their weakening effect was . . . 
a factor in driving some of the banks to throw in their hands’’. Hence 
the banks were turning to foreign government and municipal bonds, where 
suitable maturity dates could be obtained and higher yields were available. 
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During the first world war, with the issue of a series of dated Government 
securities, investment in gilt-edged became more attractive to banks; and 
as the weight of bank money for investment then increased rapidly, British 
Government securities soon constituted virtually the only form of invest- 
ment held. It is observed that in this way bank investment developed as 
“the much simpler business of spreading huge funds over a time-scale of 
government stocks. Some of the fun had gone out of banking for ever— 
and some of the profit and loss’. Certainly, from the look of bank balance 
sheets since 1951, investments can have added little to the fun of bankers. 

Because the records of Lombard Street bankers have not survived, the 
story of London banking rests largely upon country records of accounts 
with London agents; little is left to tell of the activities of the Stokes, the 
Blands, the Barnetts and Bosanquets in the City. Historical material has 
been preserved, however, of banking in London outside the City itself. 
Professor Sayers traces the development of Twining and Company, the 
coffee and tea merchants in the Strand, who took to banking in 1824 and 
brought their banking connection to Lloyds before the end of the century, 
the firm continuing to-day as distinguished representatives in their original 
trade. 

He tells also two quite unusual stories of banking in the West End: of 
Richard Cox, the regimental agent for the Grenadier Guards appointed 
200 years ago, who built up the fine Army banking business of Cox and 
Company, now carried on at the Pall Mall branch of Lloyds Bank; and 
of Herries Farquar and Company, founded by Robert Herries, who late 
in the eighteenth century invented the traveller’s cheque. This firm, too, 
became part of Lloyds Bank. ‘These developments make a chapter on 
“West End Banking Traditions ’’, giving interesting additions to know- 
ledge of banking history in London. And with the story of Lloyds are 
told those of other rising banks in the country that came to form part of 
its organization, including the Capital and Counties, the Liverpool Union, 
the Wilts and Dorset, and the Birmingham Joint Stock Bank. 

Material of particular help to students appears in the last 100 pages of 
the book, devoted to appendices and the index. All banks that came to 
form part of the Lloyds organization are listed, with brief particulars of 
each bank; a schedule of branches is given with dates of opening by Lloyds 
or one of its amalgamations, and short biographical notes on personalities 
in the history of the bank are provided. But the principal aids for students 
are mentioned in the preface. There it is explained that the volume itself 
restricts footnote references to published sources, but that a booklet has 
been prepared, and is being deposited in libraries, giving references to the 
material drawn from the archives of Lloyds Bank; while research workers 
are invited to apply to the bank for access to original records. ‘This dis- 
tinguished contribution to bank history and the offer to make records 
available is evidence of an enlightened attitude towards the needs of scholars: 
Lloyds Bank and the author are to be congratulated on all that has been 
done, in the words of the preface, “to put their records to the service of 
English banking history ”’. 
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Japan’s Economic 
Dilemma 


By SADANOBU ODA 


TOKYO, Mid-December 


APAN is now in the process of major economic adjustment. The 

instrument is the tight money policy introduced last May to cope 

with the rapid deterioration in the balance of payments since the 

outset of 1957. The previous phase of restriction had been from the 
autumn of 1953 over into 1954. Then, as now, the policy was introduced 
in order to improve the balance of payments; at that time the impact of the 
restraints put an end to the boom that followed the Korean war. It was 
hoped that the Japanese economy would thereafter set forth on a new trail 
of smooth and sound progress. But in 1957, only three years later, a far 
more serious deficit in external payments necessitated the return to a 
painful policy of tight money. ‘The principal cause of the deficit has again 
been an abnormally high rate of economic growth. 

The turbulent course of Japan’s economy since 1953 stands out in the 
accompanying table. Under the pressure of tight money investment in 
plant, equipment and inventories declined in 1954-55; and prices declined. 
Nevertheless, total industrial production and national income still rose 
somewhat, propelled by the increase in exports after mid-1954. 

Beginning in 1955, national income again began to grow at a rapid pace. 
The two main expansionist influences were the continuing upward trend of 
exports and the extraordinary increase of 72.5 per cent in inventories, 
following the run-down of the previous year. Since industrial capacity 
was still not fully utilized, the expansion of plant and equipment was small. 
Consequently, the balance of aggregate supply and demand was not upset, 
and imports did not increase appreciably. Moreover, prices remained 
stable. Economic conditions during this period have been frequently 
characterized as “‘ growth without inflation’ or “‘ quantity boom ”’’. 

This so-called quantity boom lasted only until about the spring of 1956. 
The high speed growth of the previous two years had used up the reserve 
capacity; and in the fiscal year 1956-57 investment in plant and equipment 
increased by nearly 80 per cent. There was now a sharp rise in imports, 
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as well as in demand for domestic industrial raw materials and energy. 
Furthermore, although the increase in business inventories was smaller 
than a year before, it still reached the formidable rate of 39.8 per cent. As 
a result of the scarcity of capital goods and of the supply of power, prices 
rose steeply. If these bottlenecks had not been eased by emergency 
measures expediting the import of steel and other materials in short supply, 
prices might have risen even more sharply. 

The balance of international payments achieved a dramatic transformation 
during this period. ‘The shrinkage in domestic demand effected during the 
earlier period of tight money contributed both to a notable expansion in 
exports of some 25 per cent a year, during 1954 and 1955, and to relative 
stability in the level of imports. The balance of payments showed a surplus 
of $881 millions for the two years together, following a deficit of $313 
millions in 1953. Admittedly, the growth of exports was attributable also 
to favourable influences overseas, such as the upward tendency in foreign 
incomes and demand, and the relaxation of import restrictions in the sterling 
area. Certain special factors, too, held down import payments. A big drop 
in imports of food was made possible by the bumper crop in Japan in 1955; 


JAPAN’S TURBULENT ECONOMIC GROWTH 
(°% increase or decrease over previous years) 


Fiscal Years Ending March 


1956-57 
1953-54 1954-55 1955-56 (est.) 
National income. . = ; 13.0 4.8 11.6 -14.0 
Gross private investment ay id 10.9 -13.2 20.0 - 63.9 
Plant and equipment 5 ‘i 12.4 - 4.8 4.0 + 76.5 
Increase in business inventories Pe 3.1 -35.1 va.2 + 56.4 
Mining and manufacturing production 23.6 3.4 + 42.5 +-23.4 
Exports .. i .- “i - 0.2 27.8 -23.4 + 21.5 
Imports .. ‘i is - rv 18.8 - 0.5 3.0 t. 39.3 
Wholesale prices pu Pe a 1.4 - 2.9 - 0.5 6.1 
Prices of capital goods .. ws a al. Z 4.5 1.5 17.2 


and settlements were deferred by, increased reliance on dollar and sterling 
usance credits. But in the second half of 1956, under the pressure of the 
investment boom, the sharp increase in imports exceeded the rise in exports 
—this due mainly to ships—by a wide margin. ‘The payments surplus in 
1956 dipped to $38 millions. The trend became more pronounced in 
1957, and up to September a total of $600 millions was drained out in 
foreign currencies. ‘This reduced the foreign exchange reserves to a total 
of $521 millions. ‘The deficit ran off at the end of the summer, and in 
November the foreign exchange reserves gained $20 millions. 

Why has the Japanese economy been exposed to such violent fluctuations ? 
Given Japan’s shortage of raw materials, a sharp increase in industrial 
activity tends to have an especially quick and large impact on imports. ‘The 
recent investment boom and rate of economic growth certainly have been 
abnormal, and obviously such a high tempo could not be kept up for long. 
On the other hand, the Japanese economy is constantly under pressure 
from an extraordinarily large growth in population. ‘The labour force 
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increases by around 2 per cent a year. And there is additional pressure 
from the strong demand to modernize industrial techniques, stemming 
from the need to compete in international markets. 

The investment in plant and equipment comprised both quantitative 
expansion of capacity, notably in new industries such as petrochemicals and 
synthetic fibres, and also the widespread introduction of more modern 
machinery in existing plants. The investment outlays were concentrated 
heavily in basic industries such as iron and steel, energy and transportation. 
The result has been a major shift of the industrial structure away from the 
traditional dependence on textiles and other consumer goods industries. 
The investments were to some degree essential to maintain efficiency, and 
the fact that they led to deficits in the balance of payments points to a real 
dilemma for Japan. 


A Familiar Difficulty 


It is true that, partly as a result of these modernizing investments, Japan 
achieved an expansion of exports during the three years from 1953 as 
notable as that of any of the principal industrial nations. On this ground 
it could be stated that the growth of the Japanese economy was matched 
by increasing international strength. Yet it is evidently a basic feature of 
the Japanese economy that rapid industrial expansion adds more burdens 
than support to the balance of international accounts. 

The balance of payments crises which twice in the recent past have 
beset the Japanese economy have led to a keen realization of the need to 
effect economic development on stable foundations, and have underlined 
the urgency of increasing exports. Despite the speed of the recent growth, 
the volume of Japanese exports in the first quarter of 1957 was still less than 
90 per cent of the pre-war level—while world trade as a whole has grown 
considerably. In 1937 Japan accounted for about 4 per cent of the value 
of total world exports; in the first half of 1957 it accounted for only 2.7 
per cent. A major influence has been the drying up of the Chinese market. 
Before the war a third of Japanese exports went to China. ‘To-day the 
proportion is insignificant. Although the proportion exported to the 
sterling area has fluctuated somewhat, over the past four years it has 
averaged 27 per cent, no more than the proportion in 1937. The con- 
tinuing discrimination against Japan by the United Kingdom—though not 
by her colonies—and by some Commonwealth countries, among other 
members of GATT, can be taken as a sign of the considerable potential for 
increased Japanese exports to these markets. 

As exports have failed to increase sufficiently fast to support the pace of 
economic growth, the Japanese authorities have been obliged to take positive 
steps to curb that growth. Their main instrument has been monetary 
policy. ‘This has been attuned closely to the external balance. 

During the fiscal years of 1954-55 and 1955-56, when a large surplus 
persisted in the balance of payments and investment activity was subdued, 
business liquidity was high. Bank advances were a small proportion of 
deposits and the money market eased considerably. The banks, which 
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had previously been under pressure to supply funds for post-war recon- 
struction, finally regained flexibility. In a short space of time the com- 
mercial banks were able to repay nearly all their heavy borrowing from the 
Bank of Japan, of about Y400 billions, some 14 per cent of their advances. 
Evidence of easier money became prominent: the banks’ liquid assets 
increased; interest rates for loans and call money declined. Following a 
surplus of Y9.5 billions in the fiscal year 1953, the Treasury account, includ- 
ing the foreign exchange fund, lapsed into deficit, of some Y190 billions 
in 1954 and Y276 billions in 1955. 


The Monetary Squeeze 


But easy money did not last long. The upsurge in investment activity 
in 1956 intensified the demand for funds by business; the contribution of 
the capital market was very limited, and bank loans swelled rapidly. During 
the fiscal year ending in March, 1957, bank loans increased by three times 
as much as the increase in the previous fiscal year. In the same period, 
too, the fiscal account regained a surplus, of Y163 billions in the fiscal 
year 1956. This influence, together with the difficulties in the balance of 
payments, had an additional restrictionist impact on business liquidity. 
Thus loans tended to be an excessive proportion of deposits, causing bor- 
rowings from the Bank of Japan to expand again, to reach about Y300,000 
millions just before the imposition of the tight money policy in May. In 
that month Bank rate was put up to 8.40 per cent from the level of 7.67 per 
cent to which it had been raised in March. Other recent measures include 
restraints on private and public investments, and direct restrictions on the 
financing of imports. 

This transformation in the financial conditions over such a short period 
is another sign that the tempo of economic growth during the past year or 
two has been more than Japan can bear without upset. It may still be 
premature after only about six months to comment on the effects of the 
latest bout of tight money, but it seems that the policy is already partly 
achieving the original aims, of improving the balance of payments and 
cooling the feverish investment tempo. The following tendencies have 
become clearly noticeable: a slower rise in bank loans; a dipping of whole- 
sale prices; declines in the stocks of wholesale dealers; and a levelling off 
in production and investment. Most notably, there are indications of a 
marked dip in imports. It may be too soon to say that these trends indicate 
a correction of the underlying imbalance; the investment boom of 1956-57 
was strongly rooted. A lasting balance in Japan’s international accounts 
would require a much longer period of tight money. Confidence that real 
stability will be achieved is growing. But while a policy of tight money, 
stabilizing the value of the currency, may be the essential basis for a sound 
increase of exports, it is not in itself an adequate solution. Expansion of 
exports demands more investment—without renewed economic over-spill 
arising from the additional imports of raw materials and capital goods. 
To achieve this, Japan would have to find a way to increase exports at the 
expense of immediate consumption. 
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Banks and Businessmen 
in the Courts 


A YEAR’S LEGAL DECISIONS 
By A SPECIAL CORRESPONDENT 


OLLOWING our innovation in January last, this article attempts to 

take stock of the principal legal decisions of the past year in the field 

affecting bankers and businessmen, in their business capacities. ‘The 

selection on so wide a front of a score or so of cases from the swelling 
law reports is obviously impossible without some regrettable omissions; 
but a broad review, highlighting the main issues involved in each case, 
may be more useful to readers than a long catalogue aiming towards complete 
coverage. Business in its infinite variety produces an endless complexity 
of dispute. As Lord Denning has put it, “‘ Business men are apt to look 
to the lawyer for a solution for every legal difficulty. ‘They find that he 
has a difficulty for every solution ”’. 

The banking decisions, once again, present a convenient starting point. 
None of them is in fact “‘ pure”’ banking: the nearest is Hart v Sangster, 
properly a taxation case, which was mentioned in last year’s survey and 
went to appeal—(1957) 2 All ER 208. The banking aspect of the Court 
of Appeal’s decision was commented upon in a note in the July issue of 
The Banker: the view that a deposit account (and by implication a current 
account) is a running contract was much more in line with banking opinion 
than the view of the High Court that every deposit on such an account 
formed a new contract. 

An odd case, Neuchatel Asphalte Co Ltd v Barnett [1957], 1 All ER 362, 
produced a satisfactory if rather surprising decision: the defendant had 
been in dispute with the plaintiffs over the precise amount owing by him, 
and eventually sent a cheque for the smaller amount to which he admitted; 
typed on the back of the cheque was the phrase “ In full and final settle- 
ment of account. Signed .... Dated ....”. The plaintiffs’ secretary 
signed this form of words over a twopenny stamp; but the Court of Appeal 
unanimously upheld the County Court decision that this fact did not debar 
the plaintiffs from pursuing their claim for any balance still owing: a printed 
form of words (in the words of Denning, LJ) “ inconsistent with the main 
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object and intention of the transaction’ will be varied or rejected by the 
Courts as necessary. Here the words were rejected, an unusual example 
of a business enterprise seeking protection in such a matter against a private 
individual; more commonly the boot is on tl.. other leg. 

Three other banking, or near-banking, decisions come from the Dominions 

-of interest to English readers but no more, for the decisions of courts 

overseas, of course, while held in regard by English courts, do not create 
precedents here. In an Australian case, Ardern v Bank of New South 
Wales [1956] VLR 569, the Court refused to follow Brewer v Westminster 
Bank Ltd [1952] 2 All ER 650, holding that upon the fraudulent drawing 
of cheques by one of two holders of a joint account, the other was entitled 
to sue the bank and to recover half the amount. In a New Zealand 
case, Last-Harris v Thompson Bros [1956] NZLR 995, a debtor gave his 
creditor a series of post-dated cheques, in respect of his debt, and the 
creditor agreed not to sue. But inadvertently the creditor’s action was 
put in hand, and won, and the result published; and the debtor recovered 
damages in this subsequent action, the Court holding that the giving of 
the cheques, although they were post-dated, had been good consideration 
for the promise not to pursue the action for debt. More interesting still 
though again not an English precedent, a Canadian court held, in Weidman 
Bros vy Guaranty Trust Co of Canada [1955] 5 DLR 107, that when some 
stolen bearer bonds were found in the estate of a deceased person, his 
executors had to show that he had been their bona fide holder for value: 
negotiability does not necessarily convey an unclouded title. 

A very recent case of interest to bankers, Malas v British Imex Industries 
Ltd (The Times, December 11, 1957), also leads us into other spheres of 
law. The plaintiffs, in Jordan, had agreed to buy from the defendants, 
a British company, a quantity of their goods, payment to be made by con- 
firmed letter of credit opened with the Midland Bank. After the first 
delivery there was a dispute about the quality of the goods, and in this 
case the plaintiffs sought an injunction to prevent the defendants drawing 
under the credit, pending the hearing of their action for breach of contract. 
The Court of Appeal dismissed the application, Jenkins, LJ, saying that 
‘opening a confirmed letter of credit constituted an agreement between 
the banker and the vendor which imposed on the banker the absolute duty 
to pay without regard to any possible dispute between the parties . . . the 
system of financing would break down if a dispute between the vendor 
and the purchaser was to have the effect of ‘ freezing’ a letter of credit ’’.* 

Among the array of contract cases, one threw a strange light on Post Office 
dealings with the public. In 7Triefus G@ Co Ltd v Post Office [1957] All 
ER 387 the Court of Appeal held that there is no contract between the 
sender of a packet and the Post Office, the money paid being revenue rather 


* Following on this decision the bank refused payment on the grounds that the bills of 
lading did not certify that the goods had been properly marked. In British Imex Industries 
Ltd vy Midland Bank Ltd (The Times, December 21, 1957) Salmon, J, held that no such 
evidence could be required by the bank: the bank need only satisfy themselves that the 
bills of lading were clean, bearing no endorsement. 
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than a payment for service. ‘Thus a loss through the theft by a postal 
employee gave no contractual right to redress; and although under the 
Crown Proceedings Act, 1947, a right in tort exists in respect of inland 
posts, no such right covers overseas mail. In the present case, therefore, 
where registered packets containing diamonds worth more than £20,000 
were addressed to New Zealand, there was no right of recovery at all. ‘This 
is a decision which only the most bigoted defender of the revenue can 
regard with any satisfaction. 

In contract, the question of when precisely the property in goods sold 
passes to the buyer is often one of great moment: in Carlos Federspiel & 
Co SA v Charles Twigg G Co Ltd & Anor (The Times, April 3, 1957) the 
defendants had contracted to sell 85 bicycles to the plaintiffs. In the event 
a receiver was appointed by the debenture holders of the defendant com- 
pany; by that time the bicycles had not yet been shipped, but they had 
been packed, the cases had been marked with the plaintiffs’ name, and 
shipping space reserved for them. ‘The bicycles had been paid for in 
advance; but Pearson, J, held that there had not been sufhcient appro- 
priation and that the intention here was that property should pass upon 
shipment or later, so that the property in them remained in the receiver, 
leaving the plaintiffs to prove for their debt. 


The Ants’ Eggs Ring 


‘T'wo cases on conditions and warranties claim attention, one of them in 
shipping and the other in foreign trade—this in a delightfully unexpected 
commodity. Universal Cargo Carriers Corporation v Citati [1957] 2 AllLER 70 
provided an interesting example of delay in loading being so prolonged 
that it was held to have frustrated the contract, although ordinary delay 
would have given rise only to demurrage; time was not of the essence of 
the contract, but circumstances made in effect a condition out of what 
was originally only a warranty. (An appeal against this decision of Devlin, J, 
on other grounds was dismissed—[1957] 3 All ER 234.) And in the other 
case, Peter Cassidy Seed Co v Osuustukkukauppa IL [1957] 1 All ER 484, 
it was held that in the circumstances the clause “ Delivery: prompt, as 
soon as export licence granted ’’ was an absolute warranty by the shippers 
that they would obtain the licence. ‘They could not do so (the export of 
ants’ eggs from Finland being usually restricted to members of the Ant 
i:gg Exporters’ Association) and were therefore liable for breach of contract. 

In another foreign trade decision, Re Miller Gibb S Co Ltd [1957] 2 All 
I}R 266, Wynn Parry, J, held that the Export Credits Guarantee Depart- 
ment is subrogated to the rights of any insured party after the clients have 
been paid out under an ECGD policy: in the case in question the Depart- 
ment had paid out 90 per cent of an amount owing by Brazilian importers 
to a British company, and when Brazilian exchange control later freed the 
payment, the Department reclaimed its 90 per cent. In the meantime the 
company had been wound up and the liquidator claimed the whole of the 
Brazilian payment. Reasonably enough, his claim failed; the judgment is 
a reminder that ECGD policies are really indemnities rather than guarantees. 
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This case may perhaps be compared with the right of subrogation success- 
fully asserted by the insurance company in the Lister decision of the House 
of Lords, discussed in a note in The Banker last February—though the 
proposition that an insurance company that pays a claim by an employer 
for damages caused by his negligent employee can proceed against that 
employee for the damages paid is, of course, much more far reaching. 

To the House of Lords went another export case, Board of Trade v Owen 
[1957] 1 All ER 411, the question there being whether conspiracy to defraud 
the export licensing authority of another country is a criminal offence in 
Britain. ‘The general principle is that an offence abroad is not punishable 
here, and the House of Lords held that conspiracy to commit such an 
offence was equaily not punishable; but the offenders were sentenced under 
the Forgery Act, 1913, for uttering forged documents—they had sent from 
England forged certificates that the goods in question would be consigned 
to Eire, whereas they were in fact being sent behind the Iron Curtain. 
And it may be noted that in Regazonni v K. C. Sethia (1944) [1957] 3 All 
ER 286, the House of Lords had no difficulty in finding that a contract 
cannot be enforced in this country if it has for its object the violation of 
the law of another country. ‘The contract in question was for the export 
of goods from India to South Africa, contrary to Indian law at the time. 

Another kind of irregular document was before the Court of Appeal in 
Brown Fenkinson & Co v Percy Dalton (London) Ltd [1957] 2 All ER 844. 
Here, too, the question was far reaching—whether it is legal to sign 
clean bills of lading against the indemnity of a shipper. In the circum- 
stances a majority of the Court held that the shipowners had no intention 
of defrauding anyone; but as they knew that the consignment was defective 
the clean bills were a misrepresentation of fact, and they could not enforce 
the indemnity. But it would appear from the judgments that shipowners 
may properly take an indemnity in such a case when, for example, they 
see an apparent defect and are assured by the shippers that it is not a real 
one, or when the deficiency is of a minor or technical nature. 

Employers’ liability to workmen was once again tested in the courts in 
a number of cases. Most significant perhaps was the Lister decision; 
with it we may put the case of Pigney v Pointers Transport Services [1957] 
2 All ER 807, in which a lorry driver was injured as a result of the defendants’ 
negligence, and two years later committed suicide. Pilcher, J, held that in 
the circumstances the suicide was a result of the injury, and that although 
the estate of a suicide cannot benefit from his (felonious) action, there was 
no ground of public policy to debar the widow from bringing an action 
under the Fatal Accidents Act, the damages for which would not form part 
of his estate. 

Two other employment cases offer diverse interest. Something like light 
relief was provided by English v Gunter & Co [1957] 2 All ER 838. Here 
a caretaker whose thirteen hours’ duty in every twenty-four were quite 
properly spent, in the main, in recreation and sleep, was unsuccessful in 
his claim to be entitled, under the Catering Wages Act, to the minimum 
remuneration laid down in the Act, with overtime. And in McClelland v 
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Northern Ireland General Health Services Board [1957] 2 All ER 129, a case 
of far more general moment, the House of Lords considered the meaning 
of “‘ permanent employment ”’ and held that an advertisement using that 
phrase did not necessarily offer employment for life. However, as the 
detailed conditions of service of the employment in question set out con- 
ditions on which it could be terminated, dismissal on account of redundancy 
(which was not one of those conditions) was not a valid termination. 

Company law provided its usual crop of cases, of which two in particular 
may be noted. Re Trinidad Oil Co Ltd (The Times, April 13, 1957) was 
interesting in that it saw a minority shareholder objecting to the take-over 
by the Texas Company of New York. Wynn-Parry, J, held that the offer 
was a fair one; but the case was to be welcomed in its reminder that a very 
small shareholding can take its point to the High Court. A case in which 
larger financial interests were involved was S. Berendsen v Inland Revenue 
Commisstoners [1957] 2 All ER 612, in which the directors of company A 
held shares controlling less than 50 per cent of the voting power, the 
remainder being held by company B—but one of the directors of company A 
had a shareholding in company B that gave him control of its votes. Wynn- 
Parry, J, had held that the share register was conclusive as to control of a 
company, but the Court of Appeal, overruling him, held that the directors 
of company A in fact had a controlling interest in it. 


Some Tax Cases 


‘The past year has seen some especially interesting tax cases, the number 
of which bears witness to the weight of taxation on the business com- 
munity. The distinction between income and capital, in particular, poses 
some curious problems. In last year’s review comment was made on 
Evans Medical Supplies Ltd v Moriarty, in which Upjohn, J, held that a 
payment of £100,000 by the Government of Burma for the setting up of 
a pharmaceutical industry, involving as it did a substantial element of 
“ know-how ”’, was a capital payment, not assessable to tax. A footnote 
recorded that the Court of Appeal had in part reversed that judgment, 
referring the case back to the Special Commissioners to split the amount 
into its two elements. Both parties appealed to the House of Lords who 
now, last month (The Times, December 5, 1957), have restored the judg- 
ment of Upjohn, J—the whole amount is to be treated as capital. 

In the meantime there have been other cases turning on the same question, 
which must always be one of fact. It affects the taxpayer in opposite directions, 
according to whether he is the payer or the recipient of such money: if he 
has paid it he wants to regard it as a trading expenditure, to be deducted 
before he computes his profit. In Bolam v Regent Oil Co Ltd [1956] 
TR 403 payments were made to petrol salesmen who agreed to retail only 
the products of the company, such payments being made in some cases in 
lump sums in advance and not calculated in relation to expected sales. 
These payments were held to be of a revenue, not a capital nature, being 
expenditure for the purpose of earning profits, not for the creation of 


capital. (But in Hood Barrs v IRC [1957] 1 All ER 832, a majority in the 
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was a Capital payment: the taxpayer’s newly-purchased asset was a right to 
cut trees in the future.) 

The tax complications of international trading arrangements were con- 
sidered in Firestone Tyre & Rubber Co Ltd v Llewellin [1957] 1 All ER 561. 
The company was the English subsidiary of an American company, and 
outside the United Kingdom sold its own goods on behalf of the American 
concern, accounting to them for the sale price less the manufacturing cost 
plus 5 per cent. ‘The House of Lords held that this course of business 
represented trade exercised within the United Kingdom, so that tax was 
properly chargeable; Lord Radcliffe remarking that the question was always 
one of fact, and that although the place where sales are effected is a factor 
to be considered it could not in modern conditions be the only test. 

Of interest to senior executives, although the facts were so unusual that 
the decision is of little general application, were the associated cases of 
Bridges v Hewitt and Bridges v Bearsley [1957] 2 All ER 281. The founder 
of Meccano Ltd, on his death in 1936, had left his shares in the company 
to his widow for life and thereafter to his two sons. ‘The sons considered 
that the shares ought to have been left to another director and the secretary 
of the company, who with the founder had been mainly responsible for the 
building up of the business; and in 1945 they executed deeds of covenant 
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undertaking to transfer the shares to these two men on the death of the 
widow, “‘ in consideration of the covenantee continuing his present employ- 
ment with Meccano Ltd” for four years. Danckwerts, J, had held that 
the form of the covenants made these transfers of shares remuneration 
arising out of the employment, and taxable as such; but a majority of the 
Court of Appeal overruled him, holding that they were a personal gift, the 
consideration being the continuance of an employment that would be itself 
fully remunerated. 

Last year’s article examined the first consequences of the decision in 
British Transport Commission v Gourley [1955] 3 All ER 796. During 
1957 the Lord Chancellor referred what may be called the Gourley principle 
to the Law Reform Committee; and in the meantime that principle, that 
damages awarded for injury causing loss of earnings must be reduced by 
the amount of tax that would have been payable on those earnings, found 
further and more esoteric applications: in Metropolitan Police District 
Receiver v Croydon Corporation [1957] 1 All ER 78 the Court of Appeal 
held that where the wages of an injured man were payable, whether he was 
well or ill, the damages awarded against the person injuring him could not 
include loss of earnings, as there had been no loss, and the employer could 
not claim reimbursement of the earnings from the negligent party. And, 
a satisfactory application, in Tantalus (Master and Crew) v Telemachus 
(Owners) [1957] 1 All ER 72, Willmer, J, held that in a salvage award the 
fact that the recipients of the salvage moneys would have to pay tax on their 
awards must be taken into account by the court in making the award, so 
that higher amounts should properly be given to make provision for the 
recipient’s tax liability. (But it is to be noted that last month, in J/sland 
Tug and Barge Ltd v Makedonia (Owners) (The Times, December 20, 1957), 
Pilcher, J, disagreed with this last finding.) 

This survey may be appropriately closed, as it was begun, with a banking 
case, this one a decision given very recently. National Bank of Greece and 
Athens SA v Metliss (The Times, November 26, 1957) gave the House of 
Lords an unusual opportunity of making new law unguided by precedent. 
The plaintiff was the holder of bonds, the principal and interest of which 
were guaranteed by the National Bank of Greece. No interest was paid 
after 1941, and in 1949 the Greek Government declared a moratorium on 
the bonds. In 1953 the National Bank of Greece and the National Bank 
of Athens Ltd were amalgamated by Government decree, the new company 
becoming the “‘ universal successor’ to the two amalgamated banks; but 
in due course it disclaimed liability on the guarantee in the case. All the 
way through the courts the judges have decided against them, but it has 
required the final decision of the House of Lords to establish that the suc- 
cessor company could not avoid the liability of its predecessor. Viscount 
Simonds suggested that the principle of the decision must be that of rational 
justice; and even if some lawyers consider any such conceptions as poor 
substitutes for precedent and statute, it is no bad thing, once in a while, 
for our highest tribunal to remind us that rational justice can be a good 
basis for legal decision. 
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BRITISH BANKS IN TOWN AND COUNTRY 


The Sketchbook in Retrospect 
By GEOFFREY S. FLETCHER 


HE fiftieth page of this sketchbook 

seems an appropriate juncture to pause 

for a moment to survey the ground 
that has been covered in four and a half years: : 
this feature was inaugurated in Coronation a 
month with a portrait of the royal bankers, 
Coutts & Company in the Strand. After some | 
four dozen drawings and a great many more | 
journeys in search of subjects—for many banks 
have proved to be unsuitable pictorially in 
one way or another—one may risk a few 
generalizations about British banking archi- 
tecture. ‘The flashbacks chosen here are 
necessarily highly subjective, reflecting this 
artist’s tastes and fancies. Even so, from 
this rich field the task of selection has been 
difficult, almost arbitrary. 

Briefly, the overriding impression that emerges from these wanderings is 
the remarkable quality of most banking architecture—and up to the present 
we have only scraped the surface of it. Most banks in Britain, with some 
few exceptions, have been built for their purpose; and the purpose has 
generally been well and pleasantly served. ‘This is no mean achievement, 
in the light of the architectural products of other commercial and industrial 
groups—the cinema industry and the newspaper industry, for example, 
have not exactly distinguished themselves in this field. 

The second striking impression of banking architecture is its great variety, 
notwithstanding the dominance of the Classical styles. I have certainly 
seen some dull banks but seldom bad ones; and I think it correct to say 
that banking architecture is less influenced by fads and fashion than archi- 
tecture serving many other interests. In other words, though banking archi- 
tecture has been influenced by ideas current at any given time, the pursuit of 
novelty for its own sake has not up to the present made much headway in 
this field in Britain. Rather perhaps—and this would certainly be the 
view of many observers across the Atlantic—English banks have shown 
undue conservatism and caution. 

But as some of our sketches have illustrated, modern architectural trends 
are by no means excluded from new bank buildings, even if they are often 
blended as far as seems appropriate with traditional ideas of style and 
function. In London’s West End, Martins Bank in particular has been 
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venturesome in its new branches, and has 
distinguished sagely the occasion for novelty 
and that for modern blend with surrounding 
tradition. But it is Cardiff, it may be recalled, 
that in a Barclays branch has seen Britain’s 
first escalator bank. 

There are, however, certainly many more | 
fine old banks than striking new banks in 
Britain. Virtually all the traditional architec- 
tural styles are represented. Of the banks already portrayed in these pages, 
the charming old half-timbered District Bank at Prestbury ts a fine specimen 
of characteristic Cheshire timbered building. Another example—though not 
very many banks are found in this style—is the National Provincial Bank at 
Midhurst in Sussex. Also characteristic of regional architecture, this time 
in Cotswold stone, is the small Midland Bank in Chipping Campden, a 
great wool town of the Middle Ages. 

Very common in bank buildings are revivals of traditional styles. One 
of the most interesting in these pages has been the National Bank of 
Australasia in Lothbury, of which we illustrate here a small detail—three 
of the richly carved capitals of the door. ‘This is an example of the direct 
influence on banking architecture of contemporary ideas; the feature is 
directly inspired by Ruskin’s Stones of Venice and is remarkably interesting 
to the student of taste. Gothic revival architecture in quite another style 
is represented by the mock ‘Tudor or castellated Lloyds Bank in Canterbury. 

The drawing reproduced on 
the left is of Williams Deacon’s 
Bank in Rochdale, a favourite 
bank of mine, dignified and 
satisying in every way. 
Another imposing building was 
that of the Midland Bank in 
Waterloo Street, Birmingham, 
a Victorian structure richly 
designed in the Classic style. 
But undoubtedly some of the 
finest bank buildings are 
Georgian; one may recall those 
in St Albans and the small 
branch of the National Pro- 
vincial in Alresford. The 
thumb-nail sketch of a banker’s 
doorway at the opening of this article is of the charming Barclays Bank at Kew. 

In the future of banking architecture, there can be no doubt that the trends 
will be towards simpler design and increased emphasis on interior comfort 
for statf and customers. Some of these trends I hope to describe in coming 
pages of the sketchbook, together with more traditional bank buildings of 
attractive or unusual design. 
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OLLOWING the general reduc- 

tion in rediscount rates from 34 

to 3 per cent in mid-November, 
the Reserve System took further steps 
to ease credit through open-market 
operations, and net borrowings of the 
commercial banks in mid-December 
were thus brought to the lowest levels 
seen for some months. It is usual in 
December for the authorities to provide 
relief to the banks in this way, to take 
account of the end-year rise in business 
and personal spending. Last month, 
however, they were taking place against 
the distinctly unseasonal background of 
sluggishness in business loans. End- 
November’s returns for the weekly re- 
porting member banks of the Reserve 
System disclosed that commercial loans 
then totalled $30,500 millions, a fall of 
about $200 millions on the week and a 
gain of no more than $100 millions over 
the entire year from November, 1956. 
This was in striking contrast to the gains 
of around $4,500 millions registered 
both in 1955 and 1956. 

The determination of the Reserve 
authorities to make a real relaxation 
seemed clearly apparent in December. 
However, the steps then taken were 
less than dramatic. One spokesman 
for the Board of Governors observed 
that a general reduction in the cash 
reserve requirements of the commercial 
banks would be an “ unnecessarily 
clumsy ”’ operation. ‘The lowest pos- 
sible change would add fully $1,000 
millions immediately to cash reserves. 

The turn of the year normally brings 
a reflux of currency and repayments of 
loans, which will, in any event, reinforce 
strongly recent trends towards easier 
money. Normally, at this time, the 
Reserve System engages in quite vigor- 
ous “ mopping-up ”’ operations to bring 





about some contraction of credit. ‘The 
authorities this year will clearly be 
working with a substantial margin in 
hand. In fact, despite the relatively 
moaest size of the open market pur- 
chases made in December, they pro- 
duced a marked stimulus in the short- 
term market (where Treasury bill rates 
fell below 3 per cent for the first time 
since the spring) and also brought about 
something like a boomlet in the longer- 
term structure. 


Turn in Interest Rates 


When Treasury yields reached their 
high point (for very many years) only a 
few weeks ago, three-year and five-year 
bonds were offering more than 4 per 
cent, and the longest-term issue, the 
Threes of 95, almost 3.60 per cent. 
The response to lower discount rates 
was abrupt and immediate. By mid- 
December the yields had fallen below 
3 per cent on the short bonds and to 
3.24 per cent on the 95s. 

This recovery was steep by any 
standard and provided an _ excellent 
example of the way in which the market 
for Treasuries could rise without further 
aggressive help from the Reserve System 
—once it was clear that official interest 
rate policy had turned. The commer- 
cial banks alone liquidated the best part 
of $14,000 millions in Treasuries after 
their holdings reached a _ peak of 
$69,000 millions or so in 1954; these 
sales have now ceased. 

Business conditions during Decem- 
ber, on preliminary estimates, certainly 
justified the more cautious predictions 
of prospects in the new year. Indus- 
trial production (based on 1947-49) 
looked as though it would close the 
year well below 140 (against the 














end-1956 peak of 147), steel operations 
were running some way below 70 per 
cent of rated capacity, while motor car 
sales were then failing to reduce un- 
wieldy stocks of new cars still in 
dealers’ hands. Moreover, retail trade, 
in which many hopes had been placed, 
failed to reach expectations and was 
hampered by unusually bad weather in 
some areas and also by a disturbing rash 
of strikes by transit workers in key 
areas such as New York, Pittsburgh 
and Los Angeles. 

Employment fell sharply in the month 
to mid-November by 1.1 millions to 
64.9 millions, and unemployment rose 
from 2.5 to 3.2 millions. ‘The fall in 








employment reflected for the most part 
a seasonal decline in agriculture; but 
factory employment also fell, by 
230,000. The conjuncture at the year- 
end thus pointed clearly to some further 
deterioration and had then prompted 
Mr Walter Reuther (as main spokes- 
man for organized labour) to observe 
that the only American trouble was a 
lack of purchasing power and that the 
unions’ réle in 1958 would be to help 
in “ restoring a dynamic balance’’. It 
is this militance—and the Soviet chal- 
lenge—which prompts very many to 
believe that the present setback will 
not dispose of underlying pressures 
towards inflation. 


American Economic Indicators 





1957 
1954 1955 1956 
Aug Sept Oct Nov 
Production and Business: 
[Industrial production (1947-49 = ew 125 139 143 145 144 141 139 
Gross private investment (billion $) . 48.4 60.6 65.9 655 — — = 
New plant and equipment atnee $).. 26.8 28.7 35.1 378 — — 37.5 
Construction (billion $) , 39.6 44.6 46.1 47.3 47.7 48.5 48.5 
Housing starts (000 units) 101.7 110.7 93.2 100.0 90.0 95.0 78.0 
Business sales (billion $) 47.4 52.3 54.8 57.0 56.3 55.7 — 
Business stocks (billion $) 75.5 81.7 89.1 91.3 913 91.0 — 
Merchandise exports (million $) 1,259 1,296 1,590 1,678 1,541 1,673 — 
Merchandise imports (million $) 851 949 1,051 1,042 1,007 1.141 —- 
Employment and Wages: 
Non-farm employment (million) 48.4 50.1 51.9 52.8 52.6 52.5 52.2 
Unemployment (000s) ne 3,230 2,654 2,551 2,609 2,552 2,508 3,188 
Unemployment as % labour force 5.0 4.0 3.8 4.2 4.3 4.6 5.1 
Hourly earnings (mfg) ($) 1.81 1.88 1.98 2.07 2.08 2.09 2.10 
Weekly earnings (mfg) ($) 71.86 76.52 79.99 82.8 83.2 82.6 82.3 
Prices: 
Moody commodity (1931 =-100) b> ign yD 300 dda e418 394 «384 «390 
Farm products (1947-49 =100) 95.6 89.6 88.4 93.0 91.0 91.5 91.9 
[Industrial (1947-49 = 100) ie 114.5 117.0 112.2 126.0 126.0 125.8 125.7 
Consumers’ index (1947-49 = 100) 114.8 114.5 116.2 121.0 121.1 121.1 — 
Credit and Finance: 
Bank loans (billion $) ” .. 70.6 82.6 90.3 92.8 93.4 930 — 
Bank investments (billion $) .. .. 85.3 78.3 74.8 73.1 72.9 74.9 — 
Bank loans (partial) (billion $). . .. 22.4 26.7 31.3 32.0 32.4 318 — 
Consumer credit (billion $) 32.3 38.7 41.9 42.9 430 430 — 
Treasury bill rate (%) .. 0.95 1.75 2.66 3.4 3.58 3.59 3.34 
US Govt Bonds rate (°%) 2.71 2.94 3.11 3.63 3.72 3.84 3.64 
Money supply (billion $) .. 209.7 216.6 222.0 220.0 220.9 223.0 — 
Federal cash budget (+ or am) (mill $) -1,072 -740 +5,524-2,446 — = - = 





Notes—Latest figures are preliminary or 
estimated. Yearly figures are given for 
private investment and equipment for 
1954-56 and then quarterly figures at annual 
rates. Construction figures show monthly 


averages 1954-56. Business sales and stocks, 
bank loans and consumer 


money supply, 


credit show amounts outstanding at the end 
of the period. Moody’s commodity index 
shows high and low 1954-56, and end- 
month levels. Weekly bank loans are derived 
from partial returns only. Budget figures 
are cash totals. Quarterly figures are shown 
in the middle month. 
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FROM ADEN TO TOKYO, wherever your Eastern travels take you, he will not be far away. 
> ry ‘ 4 ‘ e 
He is the local manager of ‘The Chartered Bank. He is there to serve you—and no one d 
is better qualified to do so. The Bank which he represents links East and West through 
a system of branches which extends to most centres of commercial importance through- c: 
out Southern and South Eastern Asia and the Far East. Those branches provide - 
1 
complete and up-to-date banking services, sustained by wide knowledge and long d 
experience of Eastern trade, travel and investment. In particular a highly effective ~ 
credit information service and skilled assistance and advice are available to merchants Dp: 
and manufacturers seeking new business connexions in Asian markets. * 
» 
ce 
THE CHARTERED BANK . 
in 
(Incorporated by Royal Charter, 1859) sh 
d¢ 
HEAD OFFICE : 38 BISHOPSGATE, LONDON, E.C. 2 jan 
| ba 


Branches in the United Kingdom at Manchester and Liverpool. 
Agencies at New York and Hamburg. “1 
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ARGENTINA 


Multilateral Payments — Prolonged 
negotiations to bring more European 
countries within the multilateral pay- 
ments scheme of the Paris Club were 
completed towards the close of Novem- 
ber. With Argentina, the members now 
comprise Austria, Belgium, Denmark, 
France, Western Germany, Italy, the 
Netherlands, Norway, Sweden, Switzer- 
land and the United Kingdom. 

Debt Agreement—aAt the same time, 
agreements covering the repayment of 
Argentine debts to European countries 
were formally approved. ‘The total value 
of the obligations to European countries 
covered by these agreements is put at 
the equivalent of about US $424 mil- 
lions, of which $148 millions is owed to 
Germany, $114 millions to Italy and 
$64 miilions to Britain. Argentina has 
agreed to repay all these debts, including 
376 millions owed to Japan, over nine 
years at a rate of $55 millions a year 
during the first four years and subse- 
quently at $60 millions a year. These 
annuities will be divided between the 
creditor countries in the proportion that 
the debt due to them bears to the total 
lability. Each country has the right to 
decide the distribution of repayment 
between government and private debts. 
Britain has decided that liabilities to 
private traders shall be the first charge 
on the amounts received, the residue 
being used for interest and capital re- 
demption on Government debt. 


Use of Credit—The central bank has 
indicated how the commercial banks 
should make use of the additional free- 
dom to lend they are being given as a 
result of the decentralization of the 
banking system. Preference should be 
given to applications for credit from 


productive sectors such as cattle breed- 
ing, agriculture and industry; specu- 
lative financing should be avoided. 
Speciel emphasis has been laid on the 
necessity for caution and restraint in 
financing imports. ‘There was an adverse 
trade balance equivalent to US $267 
millions over the first ten months of 
1957, compared with the deficit of $200 
millions during the corresponding period 


of 1956. 


AUSTRALIA 


Bank Reform Rejected— The Govern- 
ment’s Bills to reform the structure of 
the Commonwealth Bank and its trading 
bank have failed to secure the approval 
of the Senate owing to Labour Party 
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opposition. It has been indicated that 
a new attempt will be made to get the 
legislation through Parliament in 1958. 


External Trade Fears—lIn view of the 
fall in export earnings caused by the 
drought and the fall in world commodity 
prices, the Federal Government has 
decided that it would be inexpedient to 
carry any further the policy of import 
liberalization pursued over the past year. 
Imports are therefore to be held down 
to the present ceiling of about £A800 
millions a year. 


Advances Relaxation ?—The possi- 
bility that the severe fall that has taken 
place in the earnings of the farming 
community will lead to a business re- 
cession has led the central bank to 
indicate to the commercial banks that 
it would be quite appropriate for them to 
allow their advances to show an upward 
movement during the remainder of the 
financial year ending on June 30 next, 
provided that additional credit is not 
made available for supporting hire-pur- 
chase activity. Banking quarters have 
pointed out, however, that many banks 
are not in a position to add to their 
loans while keeping their liquidity ratios 
above the minimum of 21 per cent that 
the authorities have asked them to 
observe; a relaxation of lending policies 
must therefore await the release of funds 
blocked in the special accounts with the 
central bank. 


BELGIUM 


Foreign Short-Term Credits—'l'wo 
large short-term credits were made 
available to Belgium by foreign interests 
during the closing weeks of 1957.' In 
the second half of November the Union 
Bank of Switzerland, the German Dresd- 
ner Bank and the Chase Manhattan 
Bank of New York granted a short-term 





loan valued at Swiss Frs 75 millions at 
54 per cent to the Société Nationale de 
Lugement, a semi-official concern that 
specializes in the finance of housing 
construction. Repayment is guaranteed 
by the Belgian Government. 


Germans Buy Bills—Early in Decem- 
ber it was announced that a German 
banking consortium headed by the 
Deutsche Bank had _ purchased the 
equivalent of DM 200 millions of Bel- 
gian ‘Treasury bills at a rate of 5} per 
cent per annum, maturing in fifteen 
months. Both loans are expected to 
ease materially the pressures that have 
been imposed on Belgium’s external 
reserves and official finances. 


Congo Development—The decree set- 
ting up the Lower Congo Development 
and Planning Institute entrusts the new 
body with the task of carrying out the 
detailed planning of the proposed major 
power project at Ingo Inga in the Congo. 


CANADA 


Currency Premium Falls—The Cana- 
dian dollar has come under pressure in 
the international currency markets and 
the premium over the United States 
dollar, which reached almost 6 per cent 
in the third quarter of the year, fell well 
below 2 per cent in December. The 
movement is believed to be attributable 
mainly to the deterioration on the capital 
account of the country’s balance of pay- 
ments. Official figures show that the 
net inflow of money on account of 
security transactions dropped to $134 
millions in the third quarter of the year, 
which was less than half the peak figure 
recorded in the preceding three months. 
It is thought that there may have been 
a further contraction since then as prices 
on the Canadian stock markets have 
continued to drop; there may also have 
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been a falling-off in direct investment, 
and in short-term lending to Canada. 

Money Rates Ease—The slackening in 
business activity has been reflected in a 
marked decline in the demand for funds 
on the Canadian money market, and 
there has been an appreciable easing of 
rates. ‘This movement has been given 
additional momentum by the fall in 
money market rates in the United States. 


Trade Mission Views—Members of 
the trade mission that visited Britain 
under the leadership of Mr Gordon 
Churchill, Canada’s Minister of Trade, 
in the first half of December appear to 
have been impressed by what they saw 
of British industry. Many expressed 
the view that British sales on the 
Canadian market could be greatly ex- 
panded if Britain’s marketing methods 
were improved. 

US Policy Criticized—The Canadian 
Finance Minister, Mr Donald Fleming, 
has called for a modification of American 
policies that impede Canada’s sales on 
the US market. JHe pointed to the 
chronic lack of balance in trade between 
the two countries. He argued that dis- 
posal of surplus commodities by the 
United States had seriously damaged 
Canada’s trading interests, and stated 
that the policies followed by some 
American investors had caused consider- 
able irritation in Canada. 

Tax Relief—In a supplementary budget 
introduced early in December and cover- 
ing the remainder of the financial year 
to March 31, 1958, the Finance Minister 
made tax cuts involving $178 millions 
in a full year. As the Miu£nister also 
announced increases in Government 
spending, it is expected that the budget 
will run into deficit next year, after close 
balance in the current financial year. 


CHINA 


More Imports from Britain ? — An 
economic and technical mission from 
Communist China has visited the United 
Kingdom to investigate the possibility 
of increasing imports from Britain. The 
head of the mission, Dr Chi Chao-ting, 
declared that China may finance pur- 
chases by drawing on _ its. sterling 


balances. 
EGYPT 


Big Communist Credits—T'wo large 
credits to finance the purchase of capital 
goods needed in connection with the 
Government’s 


industrialization plans 


have been obtained from Communist 
countries. ‘The first, from Russia, has 
been officially estimated as equivalent 
to {£62 millions; the second, from 
Czechoslovakia, is said to be worth £20 
millions. In both cases the loans will 
be repayable by instalments over a 
period of some twelve years, with 
interest on the outstanding balance at 
24 per cent. The Czechoslovakian loan 
can be spent only within that country, 
but it appears that the Russian credit 
may be used anywhere within the 
Soviet bloc. 

Dollars Still Wanted—The Egyptian 
authorities have been at pains to empha- 
size that the acceptance of economic aid 
from behind the Iron Curtain on a 
substantial scale does not shut the door 
on the West. The head of the Egyptian 
Suez Canal Authority, Mr Mahmoud 
Younis, visited Washington in December 
to discuss, with US authorities and the 
World Bank, plans for financing $200 
millions of improvements to the Canal. 


Talks with UK Continue—Negotia- 
tions with the United Kingdom authori- 
ties aimed at resolving the financial 
issues outstanding between the two 
countries continued during December. 


FRANCE 


Franc Improves— The = Gaillard 
Government has secured Parliamentary 
approval for its plan to hold the budget 
deficit in 1958 to the 1957 level, in- 
volving substantial cuts in planned 
expenditures. ‘Together with the nar- 
rowing of the visible trade gap, this has 
had a favourable effect on the franc; 
rates quoted against other European 
currencies having risen above official 
support points for the first time since 
the early autumn. 


More “ Ratissage ”—By calling on the 
commercial banks to make available to 
the central bank their working balances 
in foreign currencies and using other 
devices, the authorities have succeeded 
in temporarily stemming the drain on 
official external reserves, with the Bank 
of France’s gold stock of some Frs200,000 
millions still intact. But the Prime 
Minister has stated that France must 
request foreign aid “‘ subject to honour- 
able conditions ’’. 

Seeking Aid—M. Gaillard pointed out 
that for ten years France’s post-war 
economy had depended on foreign aid. 
This had now come to an end, yet 
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A solid and dependable Trust comprising first-class securities spread over British 
and Commonwealth Banks, Insurance Companies and Investment Trust Companies. 
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The ideal investment for the larger investor who cannot 
conveniently supervise his investments and for the smaller 
investor who must have a wide spread. 


Offer Price 24th Dec. 22/1} xd. Commencing Gross Yield £5.1.8d.°% 
= ‘Consolbits’ ts one of the 


| ‘BANK-INSURANCE’ GROUP 


This Group of Unit Trusts, whose total invested funds exceed 
£25,000,000 is the largest Group of Unit Trusts in Great 
Britain, with over 45,000 unitholders. 


For brochure on * Consolbits’ please phone or write to The Managers, 
BANK INSURANCE TRUST CORPORATION LTD., 30 CORNHILL, LONDON E.C.3 Tel: MANsion House 5467 
TRUSTEES : MIDLAND BANK EXECUTOR AND TRUSTEE COMPANY LTD. 
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THE 
CENTRAL BANK OF INDIA 
LIMITED 


(Incorporated in India. The Liability of Members is limited) 
Established 1911 
yee 
Paid-up Capital- - Rs.  3,14,54,250 (£2,359,068) 
Reserve Fund and : 
other Reserves - Rs. 4,02,77,122 (£3,020,784) 
Deposits (31.12.56) - Rs. 1,39,01,90,571 (£104,264,292) 


Note: The sterling equivalents of the Rupee figures shown above have been converted 
at the rate of 1/6d. per Rupee 


Chairman: SIR HOMI MODY, x.B.r. Vice-Chairman: C. H. BAHBHA, Esq. 


Branches and Pay Offices in all important commercial centres of India, Pakistan 
and Burma. 


HEAD OFFICE: MAHATMA GANDHI ROAD, FORT, BOMBAY |! 
LONDON OFFICE: 159 FENCHURCH STREET, LONDON, E.C.3 
London Adviser: SIR CECIL TREVOR, C.LE. 

Banking business of every description transacted 
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France had still not built up the export 
markets she needed. Some international 
financial institutions, including the Inter- 
national Monetary Fund—whose manag- 
ing director, Dr Per Jacobsson, has been 
in Paris—have been sounded on the 
question of granting aid to France. 


GERMANY 


Support Costs Again—T'alks with the 
United Kingdom authorities on the con- 
tribution Germany should make after 
the end of March, 1958, to the costs of 
supporting British armed forces in Ger- 
many ended without agreement. ‘The 


British authorities have referred the 
matter to NATO for a decision. 
GHANA 


Future of Sterling Balances — ‘The 
Finance Minister, Mr Gbedemah, has 
discussed with United Kingdom officials 
the future of the £80 millions of sterling 
held on Ghana’s behalf by the Crown 
Agents for the Colonies. ‘hese balances, 
which are invested very largely in British 
Government securities, represent a size- 
able part of the country’s total sterling 
reserves. Subsequently the Minister 
stated that Ghana would remain in the 
sterling area, continuing to hold sterling 
in substantial quantity and participating 
in the area’s dollar-pooling system. It 
is hoped to finance capital development 
without materially running down sterling 
balances. It was also indicated that new 
advisory panels would be set up with 
the co-operation of UK financial insti- 
tutions to control the future investment 
of all sterling funds within the Govern- 
ment’s control. 


Air-line Talks—Negotiations for the 
establishment of Ghana Air Lines with 
the assistance of foreign <zircraft opera- 
tors are stated to have reached an 
advanced stage. 


INDIA 


Hopes of Aid—The Finance Muinister, 
Mr Krishnamachari, has stated thet he 
is hoping that India will get sizeable 
assistance from the United States, 
Western Germany and the International 
Bank in overcoming its financial diffi- 
culties. He asserted that on his recent 
tour of Western countries he found 
everywhere much greater sympathy and 
understanding of India’s plans and 


aspirations than he had anticipated. He 
added that whether Western assistance 
would become available in good time 





and in a measure commensurate with 
India’s needs would become clear only 
after the next few months. The leader 
of the Indian industrial mission that 
recently made a tour of Europe and 
America stated that he thought the 
United States might make a total of 
$250 millions available to India. The 
financing of specific private industrial 
projects had been discussed with Ameri- 
can interests, he declared. 

Deferring Repayments ?—'l‘alks have 
been proceeding with Western Germany 
on an Indian proposal that repayment 
of trade credits from Germany should 
be deferred for three to four years. The 
sum involved has been estimated at over 
£100 millions. 

World Bank Loan—The ‘ata Iron 
and Steel Company has been granted a 
credit of $324 millions by the World 
Bank and nine US and Canadian com- 
mercial banks. ‘The loan, which will be 
used to help to complete the company’s 
expansion programme, will be repayable 
over 134 years and will bear interest at 
6 per cent. 

Oil Exploitation—Negotiations between 
the Government and the Burmah Oil 
Company to determine the conditions 
under which the company may partici- 
pate in the exploitation of oil reserves in 
Assam have been successfully com- 
pleted. An Indian company, which will 
be owned one-third by the Government, 
will undertake the production of oil and 
construction of pipelines. Burmah Oil 
will make a loan of £10 millions in 
sterling to the new local concern, on 
terms to be agreed, to meet part of the 
foreign exchange cost of the pipeline 
project. 


INDONESIA 


Dutch Business Expropriated — The 
Indonesian authorities have taken over 
control of all Dutch and partly-Dutch 
estates, agricultural enterprises and estate 
factories. Most Dutch trading concerns 
have also passed into Indonesian hands, 
while Dutch banks have been placed 
under military jurisdiction as a “ pro- 
tective measure ”’. Dutch nationals have 
been ordered to leave the country. These 
measures resulted from agitation for the 
imposition of additional pressure on the 
Dutch Government to transfer West 
New Guinea to Indonesian rule. 


Political Dissensions—The internal 
political situation has continued to de- 
teriorate since the central government 








partially lost control over a number of 
the more important provinces earlier in 
the year. President Soekarno has made 
arrangements to leave the country, 
ostensibly for health reasons, but accord- 
ing to seme reports because of his 
inability to reach agreement with other 
leading members of the Government on 
the future form of the Indonesian con- 
stitution. 

Aid from Japan—Agreement has been 
reached with Japan on the settlement of 
war claims and other outstanding finan- 
cial issues. Japan has agreed to pay 
Indonesia the equivalent of £80 millions 
sterling for war reparations and to waive 
the repayment of £62 millions of credits 
granted to Indonesia during the post- 
war period. In addition, Japan will 
grant Indonesia additional credits of 
£42 millions in the future. 


IRAN 

More US Aid—lIran is to receive $76 
millions of US aid during 1958. As 
some $36 millions of the 1957 quota 
was still unspent late in the year, Iran 
will have at its disposal during the next 
year a total of $112 millions. 
Development from 
Italy and Germany have discussed par- 
ticipation in Iran’s seven-year develop- 
ment programme. 


IRAQ 
Offshore Oil Claimed—The Govern- 


ment has formally announced its claim 
to exploration and exploitation rights in 
respect of Persian Gulf offshore oil 


deposits. 
JAPAN 


Trade with Russia—Japan and Russia 
have signed a treaty of commerce and 
agreements on trade, payments and for 
the exchange of trade missions. Japan 





hopes for a substantial increase in trade 
with the Soviet Union. 


JORDAN 
Anglo-US Aid ?—The United States 
authorities have asked for participation 
by Britain in a scheme in which the two 
countries would jointly provide sub- 
stantial financial aid to Jordan. 


Oil Concessicn Granted — The 
Government has granted a 55 year oil 
concession to Mr George Zimairy, an 
Arab citizen from Guatemala. The con- 
cession covers about a third of the 
country’s total area. Earlier, a concession 
of similar size was granted to an American 
oil prospector, Mr Edwin Pauley. 


MALAYA 


Tax Fears Unfounded—The wide- 
spread belief that the Government was 
planning to increase materially income 
taxes and other taxes at an early date 
has not been borne out. Only minor 
changes in tax rates have been made in 
the budget statement for 1958 intro- 
duced early in December. ‘The official 
figures put revenue during the coming 
year at M$780 millions, some M$120 
millions short of expenditure. 


Relief for Industry—The Minister of 
Commerce and Industry has announced 
that arrangements are being made to 
give pioneer industries a tax holiday and 
other concessions, to assist them during 
the period of early growth. He pointed 
out that Malaya may be facing serious 
unemployment and that every effort 
must therefore be made ‘to encourage 
the creation of secondary light industries. 
Tin Output Cut—'l’o implement the 
decision of the International ‘Tin Council 
calling for a reduction in tin output, 





National 
g. Bank of 
>’ Pakistan 





arrangements have been made to cut 
Authorised Capital Pak. Rs. 6,00,00,000 
Issued and Subscribed... Pak. Rs. 6,00,00,000 
Paid-up Pak. Rs. 1,50,00,000 
Reserve Fund Qi. 12. 56) Pak. Rs.  85,00,000 
Deposits (31.12.56) Pak. Rs. 48,58,00,000 


With 80 branches and sub-branches throughout 
Pakistan and foreign branches at Calcutta 
(India), D’Jeddah (Saudi Arabia) and Baghdad 
(Iraq) the Bank is well equipped to transact 


Banking business of every description for 


(Incorporated under the National 
Bank of Pakistan Ordinance 
No. XIX of 1949, and sponsored 
by the Government of Pakistan. 
The liability of members is 
limited). 


ESTABLISHED 1949 


those at present trading or intending to trade 
with these countries. 

Your enquiries will be welcomed by the London 
Manager at 


20 Eastcheap, London, E.C.3 
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Malayan production by 30 per cent for 
the three months from mid-December. 
Joins IMF and World Bank — ‘The 
Legislative Council has approved the 
proposal that Malaya should become a 
member of the International Monetary 
Fund and the World Bank. 


NEW ZEALAND 


More Import Restrictions ?>—The new 
Labour Government of Mr Nash, which 
came to power after the government of 
Mr Holyoake had narrowly failed to 
secure a majority at the General Election 
at the end of November, has been con- 
sidering the possibility of tightening im- 
port restrictions on less essential goods 
in order to remedy the recent deteriora- 
tion in the country’s external payments. 


NORWAY 


No More Barter ?—The Ministry for 
‘Trade has announced that it is opposed 
in principle to the conclusion of further 
barter deals involving the disposal of 
Norwegian produce in exchange for 
foreign motor vehicles. The Ministry 
declared that there was now a genuine 
demand for Norwegian products on over- 
seas markets. 


PHILIPPINES 


World Bank Loan—The World Bank 
has granted a loan of $21 millions to the 
Philippine National Power Corporation 
to cover the foreign exchange cost of the 
Binga hydro-electric power project in 
Luzon. The loan is repayable over a 
period of 25 years, amortization begin- 
ning at the end of 1956. ‘The interest 
charge is 6 per cent. 





SOUTH AFRICA 


Fall in Reserves—The Minister for 
Finance, Mr Naude, has asserted that 
the recent decline in external reserves, 
bringing official gold and foreign ex- 
change holdings below £100 millions, is 
not serious. He argued that it was 
partly due to delays in payments result- 
ing from the rise in United Kingdom 
interest rates and the increase in the 
proportion of the Union’s trade financed 
at home rather than in Britain. Another 
factor had been net purchases of secu- 
rities abroad. 


Import Policy Unchanged—Dr van 
Rhijn, Minister for Economic Affairs, 
stated that after considering the question 
in the light of the exchange reserves, he 
has concluded that no change in the 
Union’s policy on import control is 
required. On another occasion he 
asserted that the country’s export trade 
was still buoyant, that public invest- 
ment remained high while there were 
no signs of a decline in consumer spend- 
ing. Private investment might be going 
through one of its periodic phases of 
levelling out, but a renewed upward 
surge could not be long delayed when 
overseas capital markets became easier 
again. 


SOVIET UNION 


Gold Sales—The Soviet Government 
disposed of large quantities of gold on 
international bullion markets during the 
closing months of 1957. It is known 
that shipments to the value of some £12 
millions were made to the United King- 
dom alone. The Soviet authorities have 
for some years past followed the practice 
of liquidating up to £50 millions of 
gold on world markets during the winter. 





APPOINTMENTS AND RETIREMENTS 
Senior Changes at Lloyds Bank 


Mr G. Y. Hinwood has joined the board of Lloyds Bank on retirement from 
the chief general managership, which he had held, jointly with Mr E. J. Hill, since 
1954. Mr Hill remains as sole CGM, but two deputy chief general managers have 
been appointed—Mr H. B. Lawson, MC, well known as a legal expert, who had 
been assistant chief general manager since 1954, and Mr E. J. N. Warburton, 


a joint general manager since 1953. 


Mr C. H. Woolley becomes a joint general 


manager and Mr M. T. Wilson, MBE, an assistant general manager on the retire- 
ment of Mr M. H. Slater. Mr A. J. Faux has retired from his joint general manager- 
ship, but is joining the bank’s Birmingham committee. 











Bank of Montreal—The Rt Hon C. D. 
Howe, former Canadian Minister of Trade 
and Commerce, has been elected a director. 
Barclays Bank—Birmingham Dist, Local 
Head Office: Mr F. R. Goodenough, from 
Ipswich, to be a local director. Norwich 
Dist, Local Head Office: Mr M. W. G. 
Wathen, from Ipswich, to be a local director. 
Leeds Dist, Local Head Office: Mr D. S. G. 
Adam, from Head Office, to be a local 
directors’ assistant. Head Office, Inspection 
Dept: Mr M. H. J. Owen to be an inspector. 
Ealing: Mr L. Kelynack, from 
South Ealing, to be manager on retirement 
of Mr H. B. Watts; Long Acre: Mr L. T. 
Cooper to be manager on retirement of 
Mr A. W. Garnham; Southwark: Mr P. M. 
Cox, from Brentford, to be manager on 
retirement of Mr A. G. Courtice; Tulse 
Hill: Mr E. R. Bedford, from Wardour St, 
to be manager; W. andsworth: Mr R. F. 
Bridal, from Tulse Hill, to be manager on 
retirement of Mr D. S. Wright. Berwick- 
on-Tweed: Mr J. C. Hurst, from Hexham, 
to be manager on retirement of Mr H. Wood. 
Clydesdale & North of Scotland Bank— 
Head Office: Mr R. D. Fairbairn to be 
general manager on retirement of Sir J. J. 
Campbell. Castletown: Mr J. Robertson, 
from Melville St, to be manager on retire- 
ment of Mr W. D. McIntosh. Grange- 
mouth: Mr N. H. Macphail, from Head 
Office, to be manager on retirement of Mr 
H. C. Carver. 

District Bank—Mr C. L. Hill has been 
appointed a member of the board. Alsager: 
Mr W. A. Bradshaw to be manager. 
Hongkong and Shanghai Banking Cor- 
poration— The London senior manager, 
Mr S. W. P. Perry-Aldworth, has also been 
appointed deputy chairman of the London 
Advisory Committee. 


Lloyds Bank—Head Office: 





Mr M. H. 


Slater, an assistant general manager, has 
retired; Mr W. J. Ingamells, from Trow- 
bridge, has been appointed a_ general 
manage ty assistant; Administration Dept: 
Mr J. F. H. Adams to be assistant; Chief 


pl athiet s Dept: Mr G. C. Harraway, an 
accountant, has retired; Chief Inspeetor’s 
Dept: Mr J. 'T. Harpur, from Parkstone, to 
be an inspector; Premises Dept: Mr R. E. 
Penn to be premises manager on retirement 
of Mr F. Pritchard. Staff College: Mr 
I’, H. Smith to be principal on retirement of 
Mr R. K. Spencer. 

Martins Bank—London Dist Office: Mr 
R. W. Clark to be an assistant superin- 
tendent of branches; Mr D. E. Chalkley, 
from St Helier, to be an inspector. Bed- 
lington: Mr W. F. Surtees, from Newcastle, 
to be manager. Liverpool—Dist Office: Mr 
C. A. Brockbank, from Booker Ave, to be 
an inspector; Smithdown: Mr A. 'T. Foulkes, 
from Liverpool Dist Office, to be manager. 
Macclesfield: Mr A. J. Tebay, from Bolton, 
to be manager. Middlesbrough, Linthorpe 
Rd: Mr J. D. Grabham, from West Hartle- 
pool, to be manager. West Hartlepool: Mr 











I’. Robinson, from Linthorpe Rd, Middles- 
brough, to be manager. 

Midland Bank—Head Office, Coupon Office : 
Mr H. C. Pocock to be manager on retire- 
ment of Mr R. S. Littlewood. London— 
Greenwich: Mr R. 'T’. Hodges to be manager 
in succession to Mr J. R. Cross; Lewisham: 
Mr J. R. Cross, from Greenwich, to be 
manager on retirement of Mr H. W. B. 
Williams. Alfreton: Mr R. W. Kirk, from 
Irthlingborough, to be manager in _ suc- 
cession to Mr T. E. Fisher. Andover: Mr 
R. Hardy, from Honiton, to be manager on 
retirement of Mr A. T. Abley. Carmarthen: 
Mr D. B. Jenkins, from Lampeter, to be 
manager in succession to the late Mr J. E. 
Evans. Honiton: Mr P. H. TV. Bennett, 
from Baldwin St, Bristol, to be manager in 
succession to Mr R. Hardy. IJrrhling- 
borough: Mr D. W. Minahan, from Foles- 
hill, to be manager in succession to Mr 
R. W. Kirk. Milford Haven: Mr OD. 
Beynon, from Shrewsbury, to be manager 
on retirement of Mr L. F. Joyce. 
National Bank of Scotland—Wishaw: Mr 
J. M. Park, from Glasgow, to be manager on 
retirement of Mr A. Macintyre. 

National Provincial Bank—Head Office— 
Trustee Dept: Mr R. S. Atherton to be 
Deputy Solicitor. London—NW _ London 
Trustee Branch (1o be opened shortly): Mr 
G. L. Culling, from West End ‘Trustee 
Office, to be manager; Bloomsbury: Mr 
G. W. Teed, from Great West Rd Corner, 
to be manager in succession to the late 
Mr W. E. Hutchinson; Hendon Central: 
Mr W. H. Hignett to be manager; Lambeth 
(to be opened shortly): Mr F. J. Nevett, from 
Wardour St, to be manager; Nez Bond St: 
Mr G. B. Fergusson, from Regent St, to be 
manager; Pont St: Mr A. T. Spiller, from 
New Bond St, to be manager; Trafalgar Sq: 
Mr A. J. Lacey, from Pont St, to be manager 
on retirement of Mr P. E. Edgley. Brack- 
nell: Mr W. E. Davies to be manager. 
Royal Bank of Scotland—Annan: Mr 
S. D. G. Colvin, from Castle Douglas, to 
be manager on retirement of Mr J. A. D. 
Ross. Castle Douglas: Mr J. Taylor, from 
Falkirk, to be manager in succession to 
Mr Colvin. Ailsyth: Mr A. Dickson, from 
Bo’ness, to be manager on retirement of 
Mr R. H. Jack. 

Westminster Bank—Head Office: Mr F. J. 
Walker, from Chester, to be an assistant 
controller; Mr F. W. Hewitt to be a con- 
trollers’ assistant. London, Lothbury: Mr 
H. Lindsay, from Threadneedle St, to be 
joint deputy manager. Cheltenham: Mr 
F. E. Maynard, from Poole, to be manager 
on retirement of Mr O. W. Mossman. 
Gerrards Cross: Mr B. L. McE. Sellman to 
be manager on the death of Mr R. J. M. 
Hamilton. Newton Heath: Mr W. Robin- 
son, from Northwich, to be manager on 
retirement of Mr J. W. Bell. Poole: Mr J. 
Atkinson, from Falmouth, to be manager. 
Shoreham-by-Sea: Mr S. B. Herington, 
from Hove, Palmeira, to be manager on the 


death of Mr S. H. Shears. 
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Averages 
of Months: 


1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 


1931 
1932 
1933 
1934 
1935 
1936 
1936 
1937 
1938 


1939 
1940 
1941 
1942 
1943 
1944 
1945 


1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 


1951: 
Oct 
Nov 

1956: 
Nov 
Dec 

1957: 
Aug 
Sept 
Oct 
Nov 


Net 


Deposits 


{mn 
1,759 
1,727 
1,628 
1,618 
1,610 
1,615 
1,661 
1,711 
1,745 
1,751 


1,715 
1,748 
1,909 
1,834 
1,951 
2,088 
2,160 
2,225 
2,218 


2,181 
2,419 
2,863 
3,159 
3,554 
4,022 
4,551 


4,932 
5,463 
5,713 
5,772 
5,811 
5,931 
5,856 
6,024 
6,239 
6,184 
6,012 


5,981 
5,973 


6,088 
6,305 


6,170 
6,174 
6,239 
6,236 


Liquid 
Assets 


{mn 
680 
658 
581 
545 
539 
532 
553 
584 
568 
596 


560 
611 
668 
576 
623 
692 
713 
683 
672 


648 
785 
676 
712 
723 
788 
886 


1,280 
1,646 
1,703 
1,920 
2,345 
2,308 
2,097 
2,201 
2,190 
2,098 
2,218 


2,423 
1,981 


2,310 
2,492 


2,270 
2,287 
2,364 
2,404 


36.9 


Ratiot ‘TDRs 
Oo 
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1,002 
1,387 
1,811 


1,492 
1,308 


Banking Trends since World War I* 


Invest- 


ments 
{mn 
325 
391 
356 
341 
286 
265 
254 
254 
257 
258 
301 
348 
537 
560 
615 
614 
643 
652 
637 


608 
666 
894 
1,069 
1,147 
1,165 
1,156 


1,345 
1,474 
1,479 
1,505 
1,505 
1,624 
1,983 
2,163 
2,321 
2,149 
1,978 


i .aoe 
2,033 


1,975 
1,980 


2,016 
2,020 
2,030 
2,037 


Advances 
{mn 
$33 
750 
761 
808 
856 
892 
928 
948 
991 
963 


919 
844 
759 
753 
769 
839 
865 
954 
976 
991 

955 
858 
797 
747 
750 
768 


888 
1,107 
1,320 
1,440 
1,603 
1,822 
1,838 
1,731 
1,804 
2,019 
1,897 


1,897 
1,925 


1,882 
1,913 


1,964 
1,954 
1,922 
1,874 





Combined 
Ratiot 
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55.7 
64.0 


60.7 
58.5 


62.0 
61.8 
60.5 
60.1 


* Ten clearing banks for 1921-35, thereafter eleven except for italicized line for 1936. 
+ Ratios to gross deposits, i.e. including items in course of collection. 


Ways and Means Advances: 
Bank of England 
Public Departments 

Treasury Bills: 
Tender .. 

Tap 








Floating Debt 





Dec 15, Nov 30, 
1956 1957 
£mn {mn 

_ 4.8 
200.2 182.5 

3,610.0 3,340.0 

1,343.7 2,148.6 

5,153.9 5,575.9 
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Dec 7, 
1957 
{mn 

6.0 
189.2 


3,380.0 
2,140.3 


5,715.5 


Dec 14, 
1957 
{mn 


193.6 


3,410.0 
2,181.2 


5,784.8 





Dec 21, 
1957 


{mn 

192.4 
3,440.0 
2,228.1 


5,860.5 


-_-—————— 
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National Savings 


(£mns: Receipts into Exchequer reported during period) 





Savings Total 

Certi- Defence Savings Premium ‘Total Accrued Defence Remain- 

ficates Bonds Banks Bonds Small Interest Bond ing In- 

(net) (net) (net) (net) Maturity vested* 

1952-53 .. +22.8 -10.7 -131.6 — —119.5 88.3 -45.5 6,020.9 

1953-54 .. +19.0 + 0.3 ~ 79.3 ~— — 60.0 88.6 -38.4 6,008.7 

1954-55 .. +46.0 +51.1 -— 35.4 — + 61.7 88.8  -28.8 6,126.2 

1955-56 .. +19.7 +21.5 — 80.4 — — 39.2 82.7 -50.8 6,123.6 

ae-or :.. +72:60 + 3.2 —-20.6 -+65.0 +119.5 35.5 -38.9 6,124.0 
1956-57 

September + 8.7 - 0.7 1.6 —- + 11.0 -1.8 -1.3 6,123.0 

November 11.7 —~ 4.0 3.3 33.3 44.3 2.0 -1.8 6,195.0 
1957-58 

September — 1.3 —- 1.4 + 4.9 + 6.0 + 8.2 4.6 -0.4 6,284.0 

November — 5.7 —- 4.5 —- 4.7 + 7.7 - 7.2 + 3.6 —- 6.6 6,286.0 

* After taking account of net sales through the Post Office Savings Bank of Government 


securities other than defence bonds. 


Britain’s Gold and Dollar Reserves 
(Millions of US dollars) 
Net Gold and Dollar 





























Surplus (+) or Deficit (—) Financed by: 
—— Reserves 
Net Special at End 
Years and With With Surplus Ameri- Payments Change of Period 
Quarters EPU* Other or can and in 
Areas Deficit Aid Creditst Reserves 
1946 .. - ~- =e — 908 — +1123 + 220 2696 
| Ane nS ~~. ~-- — 4131 — +3513 — 618 2079 
1948 .. e --- a —1710 682 + 805 — 223 1856 
1949 .. vo —— — 1532 1196 + 168 —- 168 1688 
1950 .. . + +791 + 805 762 + 45 +1612 3300 
fees .. .. 112 — 876 — 988 199 —- 176 — 965 2335 
1952 .. ao ae — 460 — 736 428 — 181 — 489 1846 
1953 .. .. +113 +433 + 546 307 —- 181 + 672 2518 
ieee .. -. + 85 + 407 + 492 152 — 400 + 244 2762 
1955 .. .. —169 — 406 — 575 114 —- 181 — 642 2120 
1956 .. ~~ ae — 408 — 619 66 + 566 + 13 2133 
1956: 
¥ .. — 47 +187 + 140 17 — + 157 2277 
oes -. + 45 + 54 + 99 9 —— + 108 2385 
Ill... .. —104 — 132 — 236 23 + 156 - 57 2328 
_ .. —105 — 517 ~ 622 17 + 410 — 195 2133 
1957: 
Sas .. + 20 — 84 - 64 13 + 127 + 76 2209 
ae .. + 12 —- 21 _ 9 4 + 177 + 172 2381 
August 2 —- 166 ~ 204 = - 21§ —-— 225 2142 
September .. -—134 — 166 — 300 8 — —- 292 1850 
Rae... .. —=193 — 326 —~ 519 ) - 21$ —- 531 1850 
October .. —130 123 — 7 — -. 250 -+- 243 2093 
November .. + 18 + 74 + 92 — -- + 92 2185 


* Portion of deficit or surplus settled in gold (in month following each accounting period). 

+ Payments comprised annual service charges on the US and Canadian loans in each 
December from 1951 to 1955, and capital portion in 1956; also, initial payment of $99 mns 
on funding of EPU debt; repayment of $112 mns to IMF in 1954: further $7 mns on 
EPU funding in July, 1956; and $14 mns to IFC in August, 1956. Quarterly instalments 
on Canadian post-war loan and monthly payments to EPU creditors not deducted. Credits 
comprised $4,909 mns in 1946 from US and Canadian loans; $420 mns from IMF in 1947-49; 
$325 mns from S. African gold loan of 1948; $177 mns from sale of Trinidad oil company 
in September; $30 mns from sale of US Govt bonds in November; $561 mns from IMF 
drawing in December, 1956; $59 mns from India’s drawing on IMF in February, $68 mns 
in March, $73 mns in June, and $250 mns from Ex-Im in October. 

t Of which $28 mns due to German deposit for arms purchases. 

§ Annual payment to Germany on EPU debt; German deposit of £75 mns for prepay- 
ment of debt to Britain, spread through July, August and September, is not shown as 


special credit. 
68 
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- BANGKOK BANK LTD. 


(INCORPORATED IN THAILAND ) 














Head Office: BANGKOK, THAILAND 


The Leading Exchange 
Bank of Thailand 


Telegraphic Address: Resources over £10,000,000 





“ BANKOKBANK” 
Codes Used: OVERSEAS BRANCHES: 


Peterson Code 3rd Ed. LONDON ‘ TOKYO 
A BC 6th Ed. HONG KONG . SINGAPORE 


Private Codes 
CORRESPONDENTS IN ALL PARTS OF THE WORLD 


London Office: 59/67 GRESHAM STREET, E.C.2 
Telephone: MONarch 0182/3 









































Foreign Trade Bank 
offers complete banking service for any business 
in Western Germany 
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Cable: BANKSUELTZ Telex: 021-1904 | 
Telephone: 32 23 86 Code: Peterson's 3rd Ed. | 
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BANK OF CEYLON 





International Trade: Steps for Broadening Base 


of Ceylon was held on December 21 at 
Colombo. 

The following is an extract from the state- 
ment by the chairman, Mr. H. V. Perera, 
Q.C., on the report and accounts for the year 
ended September 30, 1957: During 1957, 
Ceylon’s economy suffered a set-back and its 
business climate was hardly conducive to 
steady economic growth. Our major export 
products were adversely affected by falling 
commodity prices, though export earnings 
maintained the previous year’s level owing to 
increased production resulting from the chance 
circumstance of good growing conditions re- 
lating to agricultural products. ‘The dislocation 
of trade caused by the Suez Canal closure and 
the political unrest in other parts of the world 
had their inevitable impact on our economy. 

External factors apart, our country had i 
share of internal troubles. Serious civil caine 
that might have occurred over the language 
issue was averted by the basic good sense of the 
two major communities. 

A situation of great consequence to the 
country’s economic future arising from labdur 
disputes has recently developed. <A spate of 
strikes has seriously affected our main port and 
disturbed the economic life of the country. The 
consequent loss to the economy in terms of 
national income and damage to our develop- 
ment effort will be considerable. Demands for 
a higher standard of living are justifiable and 
should be met not so much by increased wages 
as by increased national output. 

The picture however is not one of unrelieved 
gloom. It is brightened by the laying of found- 
ations more broad-based for international trade. 
Ceylon has widened her circle of friends by 
establishing diplomatic relations with more 
countries, and at the same time has strengthened 
the political and economic ties of the past. ‘The 
wider circle of friendly nations means an ex- 
panding market for our products. It also im- 
plies a larger area from which we could select 
our requirements of capital and consumer goods 
as well as financial aid and the technical know- 
how necessary for economic development. 


Te annual general meeting of the Bank 
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Fall in Commodity Prices 

The general fall in commodity prices this 
year gave rise to much anxiety both at home and 
abroad. ‘The strain on commodity prices was 
aggravated by fears of a recession in business in 
the United States of America and by a steep 
increase of the Bank Rate in the United King- 
dom and by other forms of restriction on credit 
throughout the world. ‘Tea and rubber pro- 
ducers in Ceylon were embarrassed by the low 
level of prices for their produce and made un- 
successful bids for reductions in export duties, 
The decline in our external assets reflected inter 
alia an adverse trade balance and to some ex- 
tent the repatriation of the sale proceeds of 
foreign-owned assets. Following a directive by 
the Central Bank, commercial banks restricted 
credit for imports of non-essential goods and 
for the purchase of properties owned by non- 
residents. 

After reviewing the conditions in the tea, 
rubber and coconut markets, the chairman, in 
reviewing various aspects of the monetary 
position, said: 

Statistics of total deposits with commercial 
banks showed a sharp decline during the year 
with a slight upturn in September. The year 
opened with total deposits at the high level of 
Rs. 1058 million, and a declining trend then set 
in until deposits were reduced to Rs. 910 million 
by August. Thereafter, the position improved 
and higher deposits were recorded in Septem- 
ber. Liquid assets of commercial banks showed 
a similar trend. ‘These assets expressed as 4 
percentage of demand deposits fell from 57.1 
in January to 42.5 in August and thereafter 
registered an increase to nearly 49 in Septem- 
ber. A rise in short-term money rates was 4 
logical sequence of the deterioration in liquidity. 
The treasury bill rate rose steadily from 0.4 
per cent. per annum in February to 1.08 per 
cent. in September, while fixed deposit rates 
and inter-bank call rates showed a sharp increase 
in the same period. 

Though demand deposits with commercial 
banks declined substantially until August, time 
and savings deposits showed a slight increase 
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over the same period. Despite a decline in the 
overall deposit position, commercial bank credit 
to the private sector, mainly in the form of 
over-drafts, increased. Loans and advances 
expressed as a percentage of total deposits in- 
creased from 39.7 in January to 45.4 in Sep- 
tember. This increase was the cumulative 
effect of a reduction in deposits and an increase 
in the quantum of advances. Consequent on 
the decline in deposits and on the increase in 
loans and advances, total investments of the 
banking system fell from Rs. 346.3 million at 
the beginning of the year to Rs. 325.5 million 
in September. Investments expressed as a per- 
centage of demand deposits fell from 33.9 to 
32.6 during the same period. 


Governmeat Finance 


Estimated figures of the revenue and ex- 
penditure of Government for the last financial 
year show a deficit of about Rs. 200 million. 
This deficit does not take into account the debt 
owing to us by China on the rubber-rice 
transactions with that country, but if this is 
taken into account the deficit is likely to be 
considerably reduced. ‘The actual deficit for 
1955-56 was Rs. 1.2 million while in the year 
1954-55 there was a surplus of Rs. 127.6 
million. 


Economic Develcpment 


| have referred earlier to the recent spate of 
strikes which has made the Government grant 
considerable increases in living allowances. 
These increases, unless matched by increased 
production, must necessarily result in inflation 
of a serious magnitude causing a further rise in 
the cost of living and consequently leading to 
demands for further increases in allowances. 

Development requires investment, and invest- 
ment in turn depends on adequate savings as 
the availability of foreign capital for investment 
in the country is limited. Since the increases in 
the living allowances recently granted will swell 
the purchasing power of those whose propensity 
to consume is high, it must follow that the 
developmental efforts of the Government must 
suffer owing to reduced savings. I am con- 
fident that the Government will be bold enough 
to face realities and find a solution to meet the 
ever-increasing demand for a higher standard of 
living by placing more emphasis on develop- 
ment than on the distribution of a stagnant 
national income now showing signs of serious 
deterioration. "The world in general is faced 
with the problem of population expansion, and 
Ceylon in particular is much concerned with 
this problem in view of the fact that the rate of 
population growth in this country is among the 
highest in the world. What is required, and 
what must be aimed at, is not a mere stepping up 
of production to give a better standard of living 
to the present population but the raising of 
production to a level that will provide for the 
needs of a growing population. It is disquieting 
to find that the present trend in this country is 
in the opposite direction. We believe that it is 


not beyond the capacity of our Government to 
reverse this trend within the framework of 
democracy to which it is committed. 
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Bank of Ceylon 


The assets of your Bank as on 30th Septem- 
ber, 1957, stood at Rs. 742 million, representing 
an increase of Rs. 119 million over the assets 
figure at the end of the previous financial year. 

Advances: Your Bank continued to provide 
credit to customers in the form of Commercial 
Advances, Medium Term Loans matched by 
Medium ‘Term Deposits, and finance for exports 
and imports. These advances reached a total 
of approximately Rs. 160 million, an increase of 
Rs. 18 million over the figure of the previous 
year. 

Investments: The Bank has found itself in a 
position to assist in the Development schemes 
of Government and has during the year in- 
creased its investment portfolio from Rs. 127 
million to Rs. 154 million, though investments 
of the banking system as a whole registered a 
fall. Our holding of Treasury Bills, however, 
fell from Rs. 29 million to Rs. 18.8 million. 
Our investment in the Development Finance 
Corporation of the face value of Rs. 2.8 million 
is written down in the Balance Sheet to Rs. 
2.52 million. The valuation of Government and 
Government guaranteed securities continues to 
be on the basis of the lower of book or par 
value. 

Deposits: While the total deposits of all 
commercial banks dropped by approximately 
5%, the total deposits of your Bank increased by 
just over 7%. After making allowances for hot 
deposits in our books at the end of the last 
financial year the deposits held by your Bank 
constitute over 37% of the total deposits of all 
commercial banks of this yg Our con- 
tinued progress in this field is, | venture to 
think, an indication of the appreciation of our 
services by depositors, both large and small, and 
the confidence reposed in your Bank 

Liquidity: Cash, Loans at Call, Money at 
Short Notice and Treasury Bills amounted to 
Rs. 159.5 million, constituting 33.9% of total 
deposits. Our total liquid assets, which include 
Bills discounted, amounted to Rs. 192.6 
million. The percentage of liquid assets to 
total deposits is thus 40.9; the percentage to 
demand deposits is 62. 


Profits 


In spite of increased turnover the net profits 
fell in the face of increased operating costs and 
taxation, from Rs. 732,600 to Rs. 726,000. An 
interim dividend of 74% was paid on Ist June, 
1957, and your Directors are recommending 
payment of a final dividend of 74% making a 
total of 15% for the year. 

Your Directors are recommending the 
transfer of Rs. 350,000 out of current profits to 
‘* Other Free General Reserves,’’ which will 
then stand at Rs. 4,850,000. In addition, the 
Directors have authorised the transfer from 
Inner Reserves of a sum of Rs. 1,150,000 to this 
account during the current financial year. 
“Other Free General Reserves ”’ will therefore 
stand at Rs. 6 million. The Capital and 
published free reserves of your Bank will then 
aggregate Rs. 16.5 million, in addition of course 
to substantial free inner reserves. 

The report and accounts were adopted. 








ANNOuNcING A new “Term Deposit’ 
ytelding 


interest per annum 


income Tax paid 
by the Societ 
o ” : 





Deposit Accounts are in the highest category of security. 

Investors seeking absolute safety together with a generous 

rate of interest will find the new C.E.B.S. ‘‘ Term Deposit,” 
a profitable addition to their Investment Portfolios. 





Investments are invited of £50 or multiples thereof and interest is paid 
half-yearly. This type of account is eminently suitable for people with 
matured endowment policies, retiring gratuities or lump sums accruing 
from any other source. For detailed information, please apply for our 
fully explanatory leaflet ‘‘ Term Deposits.” 
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CHURCH OF ENGLAND BUILDING SOCIETY 


ASSETS EXCEED £10,000,000. RESERVES £460,000 





BUILDING SOCIETIES 6 & 7 New Bridge Street, London, E.C.4. Tel: FLEet Street 8455 
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BARCLAYS 


BANK D.C.O. 











Liquidity Maintained 


—— 


Mr. J. S. Crossley’s Statement 


— _— —— 


HE 32nd Ordinarv General Meeting of 
TP earciays Bank D.C.O. will be held on 
January 3 in London. 

The following are extracts from the state- 
ment by the Chairman, Mr. J. S. Crossley, 
circulated with the report and accounts for the 
year to September 30, 1957:— 

For the first time we have to produce our 
accounts without the figures relating to the 
Egyptian 5 gree which represented slightly 
more than 5 per cent. of the total business of 
the Bank. Last year’s balance sheet included 
credit balances at Egyptian branches of £35.8 
millions, advances to customers and bills dis- 
counted of £17.6 millions, the balance of {18.2 
millions being represented by cash and local 
investments in the form of Egyptian Govern- 


ment Treasury Bills and short-term Govern- 
ment obligations. It is necessary to subtract 
these figures from the totals of last year’s 


balance sheet in order to make a fair com- 
parison with this year. ‘This shows that there 
has been an increase in the figure for current, 
deposit and other accounts of £36.2 millions 
and an increase of £22 millions in the total of 
discounts and advances to customers. In other 
words, the loss of the Egyptian section of the 
business has been made good in the balance 
sheet by expansion elsewhere. 


Continuing Tightness of Money 

The Bank’s liquidity has been maintained 
throughout at a satisfactory level and we have 
not been faced with the need to sell invest- 
ments. The chief feature of the year, never- 
theless, has been the continuing tightness of 
money, a feature which appears to have per- 
sisted in most monetary centres not only in 
Europe but also in Canada and the United 
States. The high rates ruling on ‘Treasury 
bills in London and on short-term Government 
debt had led in 1956 to an increase in the rate 
of interest being paid on fixed deposits here 
and in certain overseas territories. The full 
force of this was felt during the year under 
review. Jam not referring here to the measures 
introduced in September when the Bank rate 
was raised to 7 per cent. ‘These measures came 
too late to affect earnings this year, though not 
too late to register their full impact on our 
balance sheet. ‘They resulted in a sharp fall in 
the market value of virtually all British Govern- 
ment securities, both short and long dated. 

Stockholders will recall that in May last we 
published, for the first time, a figure showing 
our estimated net earnings for the first half of 
the year under review. The fact that they 


were less than one-half of the previous year’s 
total may have prepared you for some falling 
off in the earnings for the full year as compared 
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with 1956, especially as there has been no con- 
tribution from the Egyptian section. The full 
figures for the year show a net profit of 
£,1,161,473, which is some 8 per cent. below 
the figure for 1956. 


Further Expansion 

Nevertheless, I can assure you that the 
reduced profit is not due to any falling off in 
the Bank’s business, apart, that is to sav, from 
Egypt. Elsewhere the Bank has continued to 
expand; 77 more offices are open now than 
were open a vear ago, and although it may be 
some time before any substantial proportion of 
them is contributing to the credit side of the 
profit and loss account, they afford an indication 
of growth and point the way to future expansion. 
The number of accounts on our books has 
increased at a rate which compares very favour- 
ably with previous years. ‘The basic cause of 
the reduced earnings in our case, therefore, is 
not a decrease in the volume of business. It 
is due to an increase in operating costs, which 
is a feature commonly enough met with to-day 
in company reports covering a wide variety of 
industries in which reduced earnings are 
usually attributable to a narrowing of profit 
margins. ‘The problem of the continually 
mounting expenses of running almost any form 
of business to-day is formidable. 


Importance of Saving 

The significance of saving is now clearly so 
vital that I make no apology for referring to it 
again this year, for, in the long run, if we do 
not save we cannot invest or lend abroad. If 
Britain and other Western countries wish to see 
something akin to their own political systems 
and ideologies prevailing in the new countries 
they must be able and willing to invest capital 
or give them credits, or both. Such help, 
moreover, is likely to be particularly needed 
during the critical formative period following 
the birth of these new states. Clearly some 
measure of political stability is necessary in the 
new states themselves, but external help to 
maintain it may be required for a time. 

It must be acknowledged that the sums 
which Britain has invested in Commonwealth 
countries since the war are large, not only in 
themselves but also in relation to her resources. 
She cannot reasonably be expected to meet all 
demands from every quarter. Unless her re- 
serves can be buttressed bv increased savings 
they will prove inadequate to meet the rapidly 
growing demands that are now coming. 

Unless in this country we can increase our 
savings by more efficient production, or in 
other ways, we may have to spend rather less 
on ourselves. 
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AUSTRALIA AND NEW ZEALAND BANK 





Continued Progress 





HE Seventh Annual General Meeting of 
Australia and New Zealand Bank Limited 
will be held on January 8 in London. 

The following is an extract from the state- 
ment by the Hon. Sir Geoffrey C. Gibbs, 
K.C.M.G., the Chairman, circulated with the 
report and accounts :— 

A marked improvement in the balance of 
international payments and a sharp rise in 
overseas Currency resources have been the out- 
standing features in Australia in the year under 
review. 

Buoyant sales of some of Australia’s main 
export items were the major factors influencing 
the international accounts. The value of wool 
exports rose by some £,A150 millions in 1956-57, 
compared with the preceding financial year. 
The average price was 30 per cent. higher, but 
there was also a material increase in volume. 

Exports were not the sole contributing factor 
to the improved balance of overseas trade. 
Increased export receipts coincided with re- 
duced imports, as import restrictions took 
effect with increasing severity. 

In common with most other Australian banks, 
we are now participating in the hire-purchase 
field, which has increased in importance in 
Australia. We have achieved this by entering 
into an association with Industrial Acceptance 
Holdings Limited, one of the leaders in Aus- 
tralian hire-purchase business. Your Directors 
are pleased with this new development and are 
confident that this investment and the co- 
operation with Industrial Acceptance Holdings 
Limited will further assist the prosperity and 
expansion of the Bank. 

Proposed new legislation provides for the 
complete separation of the central banking 
from the trading functions of the old Common- 
wealth Bank by establishing the Reserve Bank 
of Australia to operate under its own Board 
and Governor as a central bank, and the Com- 
monwealth Banking Corporation, with its 
separate Board, to control, under three executive 
committees, the functions hitherto carried out 
by the Commonwealth Trading Bank, the 
Commonwealth Savings Bank and the Mort- 
gage Bank, and industrial finance departments 
of the Commonwealth Bank. ‘The second 
major change proposed is the substitution of a 
reserve deposit system of credit control for the 
special account provisions of the existing Acts. 
Under the new proposal, reserve requirements 
would be stipulated by the Reserve Bank of 
Australia at a uniform percentage of deposits 
applicable to all trading banks, including the 
Commonwealth Trading Bank of Australia. 


Accounts 
Qur balance sheet figures have increased 
from last year’s total of £ A403 million to £A431 
million. In line with Central Bank policy we 
have reduced loans and advances to customers 
by a further £A10 million, but most of the other 





items on the assets side of the balance sheet 
show increases. 

A welcome increase of £A23 million in 
current, deposit and other accounts is a feature 
of the liabilities side of the balance sheet, while 
the increase in amounts due to subsidiary 
companies reflects some of the growing strength 
of the savings bank. 

The profit and loss account for the year 
shows profits (after taxation and transfers to 
contingencies accounts) of £A1,021,935, an 
increase of approximately 14 per cent. on last 
year’s figure, and your Directors have felt justi- 
fied in recommending a final dividend for the 
vear of 8 per cent., less tax, which together 
with the interim dividend of 4 per cent. already 
paid, maintains the year’s distribution of 12 
per cent. 

Reserves Strengthened 

In addition your Directors have taken the 
opportunity of further strengthening the Bank’s 
published reserves by making a transfer from 
profit and loss account. The balance of the 
reserve fund now stands at the equivalent of 
£7 million English currency, while the balance 
to be carried forward in profit and loss account 
more than covers the cost of a year’s dividend. 

We continue to make progress; one yard- 
stick of our progress is that the trading bank, 
apart from the savings bank, has increased very 
substantially the number of accounts during 
the past six years. If we are to be prevented 
from making reasonable profits we shall be 
unable to continue this expansion. In these 
days we read in all countries and in many 
industries of profits margins narrowing, and 
banking is no exception to this trend. The 
cost of providing the sort of service that we are 
proud to provide has risen enormously in the 
past few years, and out of all proportion to the 
very small rises in charges we have made to 
our customers. If the trading banks are to 
continue to serve the community they must be 
allowed to make sufficient profits to enable 
them to continue to give undoubted security 
to their depositors, to expand their network of 
branches, to improve their premises, and to 
maintain their services at the high standard the 
public requires. 


Australia and New Zealand Savings 
Bank Limited 

During the year under review there has been 
a steady expansion in both the number of de- 
positors and the amount of their balances. At 
the end of September last, total deposits were 
some £,A38 million provided by some 245,000 
depositors. 

After providing for taxation and making a 
further transfer to contingencies account, the 
savings bank has made a profit of £A80,810 for 
its first full year of operation, compared with 
£,A24,705 for the initial period of nine months 
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Small savers 


Many people with a deposit account 
are only able to put away a little 
each week. For these clients we say 
—loan them the P.P.J. Home Safe. 
It’s sound sense. Small amounts 
accumulate steadily. Deposits are 
made at less frequent intervals. And 
the small saver has a much greater 
sense of security. 
—NEED THE P.P.Jj. 
BOOK TYPE HOME SAFE 


P.P.J. Home Safes are supplied with your 
housemark embossed on the smart leather- 
cloth cover. Send for samples and prices. 


| PEARSON - PAGE - JEWSBURY CO. LTD. DEPT. 12, 
| WESTWOOD WORKS, WESTWOOD ROAD, BIRMINGHAM, 6 
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THE NATIONAL BANK OF SCOTLAND 





LIMITED 


Comfortable Margin of Liquidity 


Effects of Dear Money Policy 


Funds Attracted Away from Banks 


Lord Rowallan on National Economic Position 


the Proprietors of The National Bank of 

Scotland Limited was held in the Bank’s 
Head Office, Edinburgh, on December 19, The 
Right Honourable Lord Rowallan, K.T., 
K.B.E., M.C., T.D., LL.D., the Governor of 
the Bank, presiding. 

The Governor said: I am happy to report 
that for the first time in many years there have 
been no changes in the Directorate of the Bank. 
Having regard to the very difficult conditions 
under which the Ordinary Board is nowadays 
called upon to function, this has been particu- 
larly fortunate, because the background of ex- 
perience built up in the past has enabled the 
Directors more readily to cope with the unusual 
problems with which they have been faced. In 
this connection, it is fitting that I should pay a 
tribute to the services as Chairman of Sir 
Wilfrid Ayre, who has proved in every way a 
worthy successor to Mr. W. H. Fraser. 


Tine 132nd Annual General Meeting of 


The Bank’s Accounts 


The totals of the Balance Sheet now presented 
show a reduction of fully £7,000,000 on the 1956 
hgures and indeed are lower than they have 
been since 1953, but it would be a mistake to 
attach too much importance to this or to assume 
that the Bank’s business has declined. In point 
of fact, our connections have increased and are 
still increasing to a very notable extent, and the 
explanation of this apparent anomaly is to be 
found in the movement of Deposits, which are 
now subject to influences quite unknown in the 
comparatively recent past. For example, during 
the year reviewed these Deposits fell by 
£8,500,000, a drop that succeeded one of 
{7,000,000 in 1955. It is true that the 1956 
Statement showed a modest movement in the 
other direction, but generally speaking the ten- 
dency during the last three years has been for 
Deposits to fall, and the reasons are not far to 
seek. ‘I‘he dear money policy has had the broad 
effect of attracting funds away from the Banks 


for investment in Treasury Bills and short- 
dated Government Bonds. 

Over and above that, however, as a curious 
and irritating corollary of the Credit Squeeze 
various other financial institutions have found 
it possible to offer higher rates than could the 
Banks for ‘* time ’’ Deposits, which 1n turn have 
been utilised to fill some of the borrowing 
vacuums arising from adherence to the Treasury 
Directives. ‘Taken together, these influences 
have exercised a powerful downward drag on 
Bank funds, but in our case at least they do not 
tell the whole story. Some of our more im- 
portant customers have in the last year or two 
spent very substantial sums indeed on essential 
schemes of industrial expansion, and in the 
process have used up the balances formerly 
standing to their credit. In all of these cir- 
cumstances, it is not in any way surprising that 
our Deposits should have suffered, and indeed 
the fall could have been heavier had it not been 
for the incidence of new business already 
referred to which, considerations of inflation 
apart, is reflected in the increase of over 
£1,800,000 in our Note Circulation during the 
past year. 


Liquid Resources 


Turning to the Assets side of the Balance 
Sheet, you will observe that our liquid resources 
in the form of cash or its equivalent totalled 
neatly £44,000,000, a liquidity ratio of just 
under 39 per cent., which gives us the comfort- 
able margin we need in these days of violent— 
and sometimes unpredictable—fluctuation 1n 
our general figures. Advances to Customers 
and Bills Discounted together came _ to 





£23,800,000, an apparent reduction of £800,000, 
but this is a little misleading, because the 
average figure for the year was considerably 
higher and was in fact beyond the average for 
1956. This should not be interpreted as relaxa- 
tion of the Bank’s efforts towards Credit 


Restriction. 


On the contrary, with the full 














co-operation of our customers, whose under- 
standing attitude has been of the utmost 
assistance to the Executive, we have continued 
to apply ourselves to this distasteful task. 

We have, however, been able, with Treasury 
authority where appropriate, to enter into 
substantial new commitments fully justified in 
the national interest, and in the light of these 
commitments it will tax our utmost ingenuity 
to conform to the Chancellor’s latest dictum by 
keeping our average lending for the current 
period within that applicable to the last twelve 
months. Our investments in British Govern- 
ment Securities stood at £48,800,000, a reduc- 
tion of nearly £2,300,000 on the year. No 
forced realisations were called for, and while 
the depreciation has increased by a matter of 
£300,000, it has to be borne in mind that at the 
date of the Annual Balance we were operating 
under a Bank Rate 14 per cent. higher than it 
was in November, 1956. Once again, the 
Board have felt there was no need for transfers 
from Inner Reserves or from Profits to write 
down the value of these Investments. 


Increased Expenses Affect Profits 


The Profits at £326,000 show a fall of 
£17,000. The main reason is, of course, to be 
found in the smaller funds available to the Bank, 
but over and above that Expenses of Manage- 
ment, including in particular Salaries, have 
again increased substantially, while during the 
final six weeks of our financial year we had to 
bear the burden of very high interest rates. It 
is commonly supposed that these high rates 
operate to the advantage of the banking system, 
but whatever may be the case elsewhere, this 1s 
certainly not generally true in Scotland. So far 
as we are concerned, the proportion of Deposits 
lent to the public and the Money Market to- 
gether is meantime substantially less than the 
amount carried at interest: thus it is easy to see 
that an all-round increase of 2 per cent. on rates, 
such as happened recently, has a markedly ad- 
verse effect on net earnings. For this and other 
reasons it is to be hoped that some downward 
adjustment in Bank Rate may shortly be pos- 
sible, but that depends on factors to which | 
shall refer more fully later. 

It is proposed to repeat the Dividends on the 
same basis as last year, that is, 10 per cent. per 
annum on the Consolidated Capital Stock and 
5 per cent. per annum on the ‘‘A”’ Stock, and 
the other ailocations from Profits are:— 
£110,000 to the Contingent Fund and £90,000 
for the Officers’ Pension Fund. ‘The carry 
forward of £135,600 shows a negligible reduc- 
tion. 


Tribute to Staff 


I think you will agree that in all the cir- 
cumstances we have real cause for satisfaction in 
the result of the operations for the period under 
review, and it is right that I should express 
appreciation of the loyal and conscientious ser- 
vice ‘given with enthusiasm by our officials and 
staff everywhere. Conforming to current 
restrictions is neither easy nor pleasant but, by 
tact and courtesy, they have been able to explain 


to our customers the unusual problems with 
which banking is meantime beset. With his 
finger on the pulse of fast-moving events, Mr. 
Alexander has guided the business of the ‘Bank 
with his customary zeal and ability. As our 
General Manager he enjoys the full confidence 
of the Directors and I express to him their 
warm appreciation of his successful conduct of 
the Bank’s affairs. 


The Economic Situation 


On other occasions I have from this Chair 
presumed to proclaim what I might describe as 
an economic gospel: not, as I like to believe, in 
denunciatory cadences but rather in wooing 
tones. That gospel was based on the simple 
premise that the salvation of the community 
rests in the individual, and that unless and until 
the individual be prepared to expend a volume 
of mental or physical energy equivalent to the 
standard of living he had come to regard as his 
due there would be no possibility of arresting 
inflation, which is the root cause of many of our 
national troubles, both internal and external. 
My gospel was not addressed to any particular 
section of the population. It applied to the 
employer as to the employee, to the man on the 
shop floor as to the possessor of technical or 
managerial skill, and I had hoped that before 
this its truth would have been generally ac- 
cepted. Unfortunately that has not proved to 
be the case, and so we have continued to ex- 
periment with other ways of salvation. 

In the not-too-distant past it was freely 
suggested that all our problems could be solved 
by cheap money, physical controls, nationalisa- 
tion of the basic industries, social welfare and so 
forth. Not having proved “conspicuously suc- 
cessful, some of these were later abandoned in 
favour of a freer economy, but this in turn failed 
to fill the bill, and we then proceeded to extend 
what were at first tentative hands, gloved in 
‘* controlled inflation,”’ towards reduced internal 
consumption and external trade balance through 
Bank Rate increases and Credit Restriction. 
Some of the experts said that one or other of 
these particular measures would have been 
efficacious on its own: some claimed that they 
had been applied both too little and too late. 
Well, their application may have been tardy, but 
surely no one will complain of any lack of 
severity now. Conjoined with a crisis Bank 
Rate, unmatched for nearly 40 years, we suffer 
a Credit Squeeze which, for intensity of pressure 
and difficulty of application, could not have been 
imagined even when Mr. Butler made his 
famous pronouncement of July, 1955. 


Drain on Gold and Dollar Reserves 


And what has been the reason for these 
desperate measures? The immediate reason was, 
of course, the continued drain on our gold and 
dollar reserves, bringing the country to such a 
pass that the foreigner, not unnaturally con- 
cluding that the next step would be a second 
devaluation of the pound sterling, proceeded to 
worsen the situation by trying to cash in on it. 
This, I say, was the immediate and obvious 
reason, but clearly there were deeper underlying 
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factors which at long last have been officially 
acknowledged by the Authorities, who advise us 
of their intention to prune Government expen- 
diture, or at least to limit it to last year’s level, 
and to relate wage and salary increases to higher 
production. 

[t is a pity, one feels, that these facts of 
economic life in Britain did not obtain formal 
recognition at a much earlier stage. It is not for 
me to seek to apportion the blame for this state 
of affairs, an exercise which would in any event 
be unprofitable. The fact is that the sands have 
so far run out that there is no time to waste on 
recrimination. Our concern must now be to 
save what is left, and on that foundation to build 
up an economy that will restore the pound 
sterling to an unchallengeable position, both at 
home and abroad. 


A Well-Balanced People 


Fortunately, as history proves, the people of 
Britain are essentially well-balanced, sensible, 
and prepared to face unpleasant facts when these 
are frankly presented. Almost certainly, they 
will heed the Knoxian thunder that has perforce 
replaced a Bunyan-like ‘ pleading with men,”’ 
and will by their own efforts extricate themselves 
from the present dangerous economic position. 
There is no other way. Credit Squeezes and 
manipulations of Bank Rate, necessary though 
these may be, will never of themselves solve our 
problems: taken in isolation, they savour of an 
attempt to make the tail wag the dog. Wise 
national spending and adequate individual pro- 
duction are the ultimate essentials. Without 
them, we may be lost. With them, we should be 
able in due course to halt inflation. We can then 
with safety ease Credit Restriction, bring Bank 
Rate down to raore reasonable levels, and get on 
with the job. 

Inevitably, I shall be accused of over-simpli- 
fication of the points at issue, and the experts 
will rush to demonstrate exactly where I am 
wrong on this or that aspect of the economic 
situation. However, I go back to this ines- 
capable fact, namely, that the person who regu- 
larly overspends his income must sooner or 
later face a process of bankruptcy. It 1s true 
that he may have kind friends or relations who 
for a time will be prepared to help him through 
his worst periods of embarrassment but, as 
bankers know too well, these gestures are un- 
likely to be repeated indefinitely and the only 
real solution for the party concerned is to in- 
crease his income and/or cut his expenditure, 
preferably both. Now what is true of indi- 
viduals is equally true of nations. It seems to 
me, therefore, that Britain’s salvation rests 1n a 
little self-denial and a little extra work. 1 think 
that Britain, with all her imperfections, is well 
worth saving, and I am sure this opinion 1s 
shared by the vast bulk of the population who, 
when they have properly assimilated the facts, 
will put out the additional effort that is required. 
There is not, after all, a great deal in it. Ad- 
mittedly, the margin is hardly so minute as the 
shilling which, on an annual income of £20, 
represented for Mr. Micawber the difference 
between misery and happiness, but the basic 
principle is the same. 





“ The Pound and Our Future ”’ 


The Treasury has recently published a book- 
let entitled ‘“‘ The Pound and Our Future.’’ 
This is an attractive production, arrestingly 
illustrated and couched in unambiguous lan- 
guage. It forcibly reminds us that our currency 
has depreciated in value, emphasises the dangers 
of further deterioration, and rightly concludes 
‘'To keep the pound sterling a reliable piece of 
money, which we and all the world can count on, 
is Our interest and our duty.” It does not, 
however, proffer any advice as to how this can be 
done. I hope that I may, in a measure, have 
repaired the omission to-day. 

During the last three years, the banking 
system has had to bear an altogether dispropor- 
tionate share of the country’s burdens. We 
have never disputed the necessity for Credit 
Restriction, despite the almost intolerable frus- 
tration involved in its application. Similarly, 
we have accepted with resignation the dear 
money policy, with its concomitant effects on 
the gilt-edged investments that make up our 
portfolios, but sometimes we have suspected 
that, relative to other sections of the community, 
we were being asked to do too much. It is not 
pleasant to view an outflow of business to other 
financial institutions less severely hampered by 
restrictions than we are, and it is distinctly un- 
pleasant to contemplate a possible whittling 
down of reserves built up over many decades of 
patient bank husbandry. Despite occasional 
suggestions to the contrary, we still regard our- 
selves as providing an essential service to the 
nation at reasonable cost, and while continuing 
to do our best to carry out the irksome duties 
presently imposed upon us, we see no reason to 
apologise for looking forward to the day when 
we may be set free to resume the conduct of our 
normal operations. 


Proposed Banking Merger 


It is appropriate that I should take this oppor- 
tunity of referring to the proposed merger with 
The Commercial Bank of Scotland Limited, 
brief intimation of which appeared in the Press 
a short time ago. Needless to say, your Board 
has the general banking position in Scotland 
continuously under review, and despite the 
other amalgamations that have taken place in 
recent years they have reached the conclusion 
that, to meet the challenge of modern conditions, 
further rationalisation of that banking system is 
very desirable. 

With the full backing of the Board of Lloyds 
Bank Limited, they have therefore been happy 
to enter into discussions with the Board of The 
Commercial Bank of Scotland Limited, and 
while it will inevitably take some time to evolve 
a scheme which may be acceptable to all in- 
terested parties, nevertheless the atmosphere in 
which these discussions have developed is a good 
augury for the future. ‘The Proprietors of the 
Bank will be fully informed at the appropriate 
time, but meanwhile I might perhaps give an 
assurance that not only their interests, but also 
those of the Bank’s customers and staff, will be 
kept in the forefront of the negotiations. 


The Report and Accounts were adopted. 
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47 ST. VINCHE Asc 
BALANCE @@MmMBE!I 
LIABILITIES 
4 . ry? . ‘ ’ I “Tr , » . y Y 50 
CONSOLIDATED CAPITAL STOCK f 
Authorised and Subscribed 1608, 
of which—Reserve Liability 2 647, 
, : ] 945,: 
Leaving paid up b,220,! 
“A” STUCK '042,8 
Authorised .. £,1,00C,000 100, ¢ 
Lnissued 600,000 i 
; omer 5,454 
Issued and fully paid 852 
7 45, f 
Paid up Capital 
RESERVE FUND | 
Capital Reserve—Stock Premium Account £80,000 
Revenue Reserve 2,320,000 
Balance of Profit and I.oss Account 14.1 
720,4 
Note Circulation : i se ps e ss me 
Deposit, Current and Other Accounts, including Contingency Accounts 5,3 
Balances in Account with Lloyds Bank Limited and its Subsidiaries one 
Dividends payable in January and July, 1958 ‘# 4 Rite ti ed aa 665,8 
Acceptances, Endorsements, (suarantees and other Obligations on account of 195.5 
Customers 
£ 124,34)MMM 001,37 





PROFIT AND LOSS ACCOl 


‘ . _ 

To- 

Provision for Dividends of 1o per cent. per annum on the Consolidated Capital Stock 
and of 5 per cent. per annum on the “‘ A”’ Stock, both less Income Tax- annie 
in 1958 < 7" i te ~~ ‘ ; 

Contingent F und 

Trustees for Officers’ Pension Scheme 

Balance carried forward to next year 


DAVID ALEXANDER, General 


REPORT OF THE 


We have obtained all the explanations which to the best of ¢ 
Bank, so far as appears from our examination of those books, and proper returns adequate for the purposes 

W e have examined the foregoing Balance Sheet and Profit and Loss Account, which are in agreement ¥ 
given to us the said accounts give the information required of banking companies by the Companies Act, I 
affairs as at 1st November, 1957, and the Profit and Loss Account gives a true and fair view of the profit, 

We also report that we have checked the Cash on hand at the Head Office in Edinburgh, at the London 
Securities and other investments of the Bank. 


21st November, 1957. 













4 
I 3,98: 
126 
I10f 
135, 
£460 477,520 













Manage 


PROPR] 
were nec 
eceived 
nd retur 
the 
therein j 
hcipal Gi; 





























Cl 


ICE: 
ASGOW, 


OTLAND LIMITED 


LONDON OFFICES: 


TY OFFICE: 37 NICHOLAS LANE, LONDON, E.C.4 
WEST END OFFICE: 18-20 REGENT STREET, LONDON, S.W.1 


2 


ad 


SE @BMBER, 1957 
ASSETS 
195° 1950 —_— : , 

{ { Coin, Bank of England orcs Notes of other Banks, and Balance with the Bank of 
COMME 608,770 E ngland ‘es 
OOM? 647,967 Balances with other Banks in the British Isles and cheques in course of collection 

1,845,202 Balances in Account with Lloyds Bank Limited and its Subsidiaries he 
000MM 220,000 Money at Call and Short Notice in London oa 7 

042,878 Balances with Banks abroad (see Note 3) 

900,000 +=British Government Treasury Bills 

8,454,917 
40M .085,296 Securities of, or guaranteed by, the British Government (see Note 1) 
— 75,691 Other Stocks and Investments oe Note 2): 
400; (Quoted ce a rs ~ he gs a £190,695 

U (pa , és - eA a of v" ay 625,000 
OTE. There is a Contingent Liability of £97,500 for Uncalled 
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a 






01,319 


i £ Ry 


4. 


Capital. 


114,146 Bills Discounted : us 
Advances to C ustomers and ‘other Accounts after dedt ucting provision tor Bad and 

720,494 Doubtful Debts... és a ¢: a a 
Liability of Customers for Acceptances, E ndorsements, (;uarantees and other Obliga- 

5,302 tions as per contra .. e oa be . 4 ee e , 


195,513 Bank Buildings and other Property at cost /ess amounts written-off 
NOTES: 
3 


British Government Securities amounting to {48,805,367 are taken at or under 
cost and below redemption price. ‘The market value of these securities at 
1st November, 1957, less accrued interest, was £44,819,048. It has not been 
considered necessary to make provision for this difference as all the securities 
are redeemable at fixed dates, the majority within ten years. No transfers 
have been made during the past year from Inner Reserves or from profits to 
write down the Book Value of the securities. 

Other Stocks and Investments: the market value of the quoted investments 
and the Directors’ valuation of the unquoted investments at 1st November, 
1957, were each greater than the Balance Sheet figures. ; 
Foreign Currencies have been converted at rates of exchange ruling at 
ist November, 1957. 

Contracts for outstanding capital expenditure amount approximately to £59,000. 


1957 


15,992,085 
12,962,054 
1,590,575 
10,100,000 
1,662,495 
1,490,000 
43,803, 809 
438,805, 367 


$15,005 
1,531,529 


22,335,912 
5,975,002 2 


123, 267,374 
1,075,070 


£124,343,044 
OS Se ORE Re PRETEND 


TO 1st NOVEMBER, 1957 


3,083 Balance brought forward from last year j ais 
Net Profits, after deducting Expenses of Management (including Directors’ Emolu- 












477,52¢ 





PROPRIETORS 


ere necessary for the purposes of our audit. 
received from the Branches not visited by us. 
“ returns of the Bank. 


ments, £14,106), allowing for Rebate, Interest and ‘Taxation and after making 
transfers to the credit of Inner Reserves, out of which provision has been made for 


£ 
136,026 





\ 


J. H. A. C. CRAWFORD, C.A. 
WILLIAM L. DAVIDSON, C.A. 


343,543 diminution in the value of Assets (subject to Note 1 above) 326,117 
£462,143 
8 RE SET eR 
WILFRID AYRE, Chairman 
RL pd ik iis 
H. FRASER 1 ian 
JOHN Bz ART HOLOMEW 


In our opinion proper books of account have been kept by the 


In our opinion and to the best of our information and according to the explanations 
therein and subject to Note 1, the Balance Sheet gives a true and fair view of the state of the Bank’s 
therei In indicated, for the year ended on that date. 
cipal Glasgow ¢ fice and have verified the Balances with London Bankers and Banks abroad, the Government 


Auditors. 
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THE BRITISH LINEN BANK 


Incorporated by Royal Charter 1746 
Head Office:—38 ST. ANDREW SQUARE, EDINBURGH 








| Branches throughout Scotland | 


London Offices: 
City Office:—38 THREADNEEDLE STREET, E.C.2 


West End Branch:— 198 PICCADILLY, W.| 
Affiliated to Barclays Bank Limited. 

















Authorized Foreign Exchange Bank 


THE DAIWA BANK LIMITED 


AUTHORIZED CAPITAL # 10,000,000,000 HEAD OFFICE IN OSAKA WITH 100 BRANCH OFFICES 
CAPITAL (PAID-UP) * 4,400,000,000 THROUGHOUT JAPAN AND A REPRESENTATIVE OFFICE 
IN NEW YORK 











ARAB BANK LIMITED 





ESTABLISHED HEAD OFFICE 
1930 AMMAN, JORDAN 
CAPITAL & RESERVES TOTAL ASSETS 

J.D. 5,400,000 J.D. 72,000,000 
1 J.D. (Jordan Dinar) = {1 
BRANCHES 
A NETWORK OF 35 BRANCHES IN : 
EGYPT IRAQ JORDAN LEBANON LIBYA 
PALESTINE SAUDI ARABIA SUDAN SYRIA 
ADEN (under establishment) QATAR (Doha under establishment) 


CORRESPONDENTS ALL OVER THE WORLD 


WE ISSUE OUR OWN TRAVELLERS CHEQUES IN £ AND U.S. $ 
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THE ENGLISH, SCOTTISH & AUSTRALIAN 





BANK, LIMITED 





Banking and H. P. in Australia 


English, Scottish & Australian Bank Ltd. 
was held on December 4, 1957, in London, 
The Hon. David F. Brand, Chairman, pre- 
siding. 
The following are extracts from his circu- 
lated statement for the year to June 30, 1957:— 
Last vear I stated that the Central Bank had 
asked for the support of the banks to maintain 
a strict control over the granting of credit 
facilities. "The response was that total advances 
in Australia of the major Trading Banks fell 
from {£A895.8 million to £A868.7 million 
during the year. As a result of more buoyant 
trading conditions both in Australia and over- 
seas the total deposits rose by just over £,A102 
million. 
During the 


[en 65th Annual General Meeting of The 


year the Central Bank made 
demands upon the Trading Banks to increase 
their deposits in the ‘* Special Accounts ”’ by a 
total of £A84.2 million and our own contri- 
bution to this figure was slightly over £,A7.2 
million. 

The call of funds to Special Account is the 


oficial method of basically controlling the 
volume of money available for lending by 
banks. Additionally the banks are required to 


maintain a minimum liquidity position in rela- 
tion to their tetal deposits. 

The Special Account system was introduced 
to control the amount of credit available from 
the Banking System and has proved effective in 
respect of this one.aspect of the several causes 
of inflation. To-day, however, this system also 
acts as a form of profit control, as the un- 
realistic rate of interest allowed, viz. one- 
quarter of one per cent. per annum, indicates. 
To restrict the profits of the banks by allowing 
a very low rate of interest 1s a policy of undue 
discrimination against one class of industry. 


Value of Joint Stock Banks 

For nearly 150 years the banking needs of 
Australia have been supplied by joint stock 
banks and the financial and economic success 
of the Commonwealth has been due in no small 
degree to their energy, wisdom and skill in 
mobilizing the one-time meagre monetary re- 
sources and re-channelling them for national 
development. Now that the pace of develop- 
ment has quickened so much, Australia needs 
the banks more than ever. It must, therefore, 
be a matter of concern that the banks are being 
unfairly fettered by the administration of the 
statutes on banking. 

I do not deny the need for using the Trading 
Banks as instruments in the control of the 
volume of credit. In fact, in our era when the 
world’s finance and economy rests on a fiduciary 
base, controls on the operations of banks are 
essential. But, while the revenue of your 
Bank has been arbitrarily restricted through 


the arti! ficially low rate of interest allowed by 
the Authorities on Special Account, the dis- 





turbing. rise in operating costs in the post-war 
years, due particularly to the inflation of 
salaries and wages, has continued. Unless this 
squeeze on our profits is relaxed we may well 
be hard pressed to increase our resources on a 
scale adequate to support the functions de- 
manded of us by Australia’s expanding economy. 


Recent Legislation 

At this point it is worthwhile to mention a 
matter of interest to the Trading Banks. I refer 
to the Government’s recent introduction of 
several Bills, one of which is designed to 
achieve complete separation of the Common- 
wealth Trading Bank of Australia from the 
Central Bank. The legislation seeks to set up 
an entirely separate institution to be known as 
the Reserve Bank of Australia. It will carry 
out central banking functions now discharged 
by the Commonwealth Bank of Australia. 

It is also the Government’s intention to re- 
place the Special Account provisions of the 
Banking Act by a system of reserve deposits. 
This will require Trading Banks, when called 
upon, to maintain in Reserve Deposit Accounts 
an amount not exceeding 25 °%% of their Austra- 
lian deposits. This percentage can be raised 
subject to the giving of 45 days’ notice at times 
when such a move is considered necessary by 
the appropriate authorities. 

The Accounts 

Advances at £59,134,677 were at a level 
approximate to that of last year, while our 
Special Account with the Commonwealth Bank 
of Australia rose by £5,742,772, the sterling 
equivalent of approximately £A7.2 million. 
The total gross profit rose by £300,210 after 
taking into account a gross dividend of £127,490 
received from Esanda Limited out of its first 
full trading year’s profit. The expenses, how- 
ever, showed an increase of £302,210, mainly 
due to higher costs, chiefly in salaries and wages. 

The net profit was £347,780, an increase of 
£40,034. An interim dividend of 4%, less 
United Kingdom Income Tax, was paid on 
May 31, 1957. 

The Board recommend the payment of 
final dividend of 64%, less United Kingdom 
Income Tax at 8s. 6d. in the £, which will 
absorb £186,875, leaving a balance to be 
carried forward to next year of £484,771. 

The net profit for the year of Esanda Limited 
was £A206,147. This was earned after the 
payment of a management fee of £A160,000 
to the Bank 

The Bank continues to expand, and during 
the year we opened 24 new branches and 
agencies. Earlier in the year I spent about 
two months in Australia where I had the oppor- 
tunitv of surveying again the general position 
at first hand. I visited several places for the 
first time as well as revisiting others, and was 
greatly impressed with all I saw. 

The report and accounts were adopted. 











DO YOU REQUIRE— 
OFFICES, COMMERCIAL OR INDUSTRIAL BUILDINGS ? 
We are able to provide these from current stocks or can build 
to requirements on your own site if you prefer. 
ARE YOU ABLE TO FINANCE— 
aol YOUR INTENDED FACTORY OR OFFICE BUILDING ? 
Fata We can do so and quote you a rental arrangement. 
f= \):) THE LONDON INVESTMENT & MORTGAGE CO. LTD. 


18, Upper Brook Street, London, W.1. 
SPECIALISTS IN INDUSTRIAL AND COMMERCIAL DEVELOPMENT. 
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Frankfurter Bank 
FRANKFURT/MAIN GERMANY 


Established 1854 





Cables: Frankfurterbank Telex: 041/226, 041/235, 041/1026 


Phone: 20 491 Code: Peterson International Code 3rd Ed. (Petco) 

















Balanced judgment 


The first step towards the attainment 
of a balanced judgment is the accurate 
analysis of all available information. 
In any banking transaction affecting 
Australia or New Zealand we will 
try to provide such information, 
drawing upon our 140 years’ experienc 
and our network of over 1,000 
branches to make it as reliable and 
objective as possible. 


Main London Office: 29,Theadneedle Street, E.C.2 
D. J. M. Frazer: Manager 


(Incorporated in Australia with Limited Liability) 





..- ALL OVER AUSTRALIA AND NEW ZEALAND 
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THE NATIONAL BANK OF AUSTRALASIA 


(inc. in Victoria) 





Peagenen s New Banking Structure 





Mr. H. D. Giddy on ‘Tempo of Australian Business 


HE Ordinary General Meeting of the 
"T Sational Bank of Australasia Limited was 
held on November 27 in Melbourne. 

Mr. H. D. Giddy, the Chairman, presided, 
and in the course of his speech said: 

For the first time in the Bank’s history our 
assets exceed £300,000,000. At £321,226,088, 
the total is £34,696, 449 higher than last year. 
On the liabilities side our deposits have risen 
by over £20,000,000. 

The Bank’s liquid position has continued to 
improve. The rise of almost £23,000,000 in 
liquid assets brings them to 10s. id. in the £ 
of deposits, against 9s. 1d. in the £ last year. 

Gross earnings increased by £208,058, but 
working expenses, including taxation provision, 
rose by £232,510, resulting in a decline in net 
profit of £24,452. The constant growth in 
costs of operating in these days is a source of 
concern to us, as it must also be to all who are 
charged with the administration of business. 

The Federal Treasurer presented a number 
of Bills to Parliament on October 24 providing 
for the establishment of an independent central 
bank, to be called the Reserve Bank of Aus- 


tralia, and the replacement os the Special 
Account procedure by a Reserve Deposit 
System. Under these measures, the ordinary 


trading activities of the Commonwealth Bank 
will be consolidated under a separate Common- 
wealth Banking Corporation comprising three 
entities: the Commonwealth Trading Bank, 
the Commonwealth Savings Bank and the 
Commonwealth Development Bank. 

Although there may be reservations as to 
some aspects, I consider the proposals are to be 
greatly commended. ‘They are designed to 
establish a true Central Bank with increased 
control powers over the monetary system. At 
the same time they should safeguard fair, com- 
petitive banking and freedom of choice for the 
public, things which the vast majority of 
Australians have shown decisively that they 
want. 


Slower Business Tempo 


The tempo of Australian business during 
1956-57 has been a little slower, mainly owing 
to the Commonwealth Government’s tax 
measures and tighter credit policy, anticipa- 
tions of drought, and some weakening in world 
prices for certain basic materials and com- 
modities. 

Private spending did not rise nearly so much 
as in recent years. This restraint in the 
private sector of the economy has brought our 
business system down from an “ overfull ”’ 
employment position. Nevertheless, prices and 


costs have continued to rise at an average rate 
of about 4 per cent. per annum over the last 
two years. 

This is the phenomenon familiarly called 
inflation, which many sections of 


‘é creeping > 


thought here and abroad regard as the corollary 
of the maintenance of full employment. But it 
is common knowledge that we, more than most 
other free nations, have experienced overfull 
employment during the greater part of the post- 
war period. 

Our own experience and that of other 
countries strongly suggest that overfull em- 
ployment is inseparable from inflation. Infla- 
tion is almost as great a social and business evil 
as the unemployment of resources. 

Restraint in both capital and consumer 
spending is fundamental to the successful avoid- 
ance of overfull employment and inflation. By 
and large, spending must be kept within 
incomes, and it must be understood by all 
that, in general, increased incomes which do not 
emanate from greater real prosperity are an 
economic menace. 

Voluntary restraint in spending and in the 
demands for income by all sections might well 
be adopted and practised as a national objective 
for preserving stability. But in reality it may 
be too much to expect that this will be achieved 
at the right time and in the right degree. 

In such circumstances, it goes without saying 
that increased Government expenditure, over- 
all, must be avoided and that Government 
finance which results in a cash deficit is taboo. 


Policy of Full Employment 

The inflationary trends throughout the 
Western nations have brought growing criticism 
from responsible people, especially abroad, of 
the whole policy of full employment, which 
some even believe cannot be maintained with- 
out a continuance of inflation and should 
therefore be abandoned. But to go as far as 
that would involve very grave risks for every- 
body. 

Australia is committed to full employment 
as a national policy, a policy with which we 
wholeheartedly agree. But the imperfections 
that arise when theory is put into practice, 
particularly in the realm of human behaviour, 
render it impossible to stay—other than maybe 
fleetingly—at perfect full employment with 
price stability and balanced external trading. 

Therefore I submit that rather than question 
our ability to maintain full. employment it 
would be more sensible to be less theoretical 
and accept the position that some flexibility is 
essential if a stable economy is to be enjoyed. 

At September 30, 1957, points of representa- 
tion were 851 in Australia. one in Papua, and 
three in London. The new London premises 
at Tokenhouse Yard were opened for business 
on August 26, on which date the office at 
7 Lothbury was closed. 

Mr. J. E. Tamblyn, who has taken up his 
new duties as manager, foreign department, 
head office, was succeeded as assistant manager, 
London office, by Mr. G. F. Nalder. 

The report and accounts were adopted. 








Decentralisation. 
te BANK OF CYPRUS LID. : 

Head Office: NICOSIA 
Telegraphic Address for Head Office and all 
Branches: ‘‘KYPRIAKI” | 


Branches : 
NICOSIA - FAMAGUSTA - LARNACA 
LIMASSOL - PAPHOS - KYRENIA — 
MORPHOU - LEFKA : 
During the Summer also at :— | 
PRODROMOS - PLATRES - TROODOS) 


LONDON OFFICE : 
212, Shaftesbury Avenue, W.C.2 
Tel. No. COVent Garden 1142. 


Offers complete Banking Service for | 
your business in Cyprus. 


Correspondents in the principal Cities | 
of the world 


MORTGAGE BANK OF CYPRUS LTD.. 


Founder: BANK OF CYPRUS LTD. 


Loans granted on real property 

















THE CHARTERED 
INSTITUTE 


Head Office OF SECRETARIES. | 
4 Water Street, Liverpool 2 Directors requiring the services’ 

of CHARTERED SECRETARIES: 

for secretarial and other execus) 

tive appointments are invited to 

* « \ communicate with the Secre- 

District Offi ces tary of the Institute at Dept. 
London, Liverpool, Birmingham, Leeds, | B, 14 NEW BRIDGE ST as { 

Manchester, Newcastle upon Tyne | LONDON, E.C.4 














600 Branches | | y | poy Where there's 


a . ' | will theres a} 
in Britain J 
to help a ch 


like this 


When advising on wills and bequests, ¢ 

forget the N.S.P.C.C. and its never-¢@ 

struggle against cruelty and neglect.” 
N.S$.P.C. Ge 


MARTINS BANK LIMITED VICTORY HOUSE, LEICESTER SQ., LONDON, | 
Ixil 4 








